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I. SUMMARY OF BAY STATE’S NEED FOR RATE RELIEF AND RATE 
RECOVERY MODIFICATIONS 

This is the first full base rate proceeding for Bay State Gas Company (“Bay State” or the 

“Company”) since 1992, thirteen years ago.  During that period the Company has done 

everything possible to manage its costs within the rates allowed by the Department.  However, 

the substantial capital investments it has made in its distribution infrastructure since 1992, and 

increased operating costs, both of which have occurred during recent years of little or no revenue 

growth and declining average sales per customer, have made a base rate increase necessary.  In 

its filing, the Company has also proposed an accelerated steel infrastructure replacement (“SIR”) 

program, a 5-year Performance Based Regulation (“PBR”) plan, and a pension and post-

retirement benefits other than pensions (“PBOP”) reconciling mechanism. 

Since 1992, Bay State has expended $513,234,784 for gross plant additions.  

Exh. BSG/DGC-7.  These additions have resulted in a 45% increase in Bay State’s rate base 

since 1992, from $273,000,000 to $397,000,000.  Exh. BSG/JES-1, p. 5; D.P.U. 92-111 at 349.  

Many of these additions have been for reliability and safety improvements as well as meter and 

technology additions that ensure the operational integrity of the Company’s distribution system, 

but do not produce additional revenues.  Approximately 70% of all plant additions have been for 

non-revenue producing plant.  Exh. UWUA-1-13(b). 

In recent years, Bay State’s diligent efforts have succeeded in controlling its operation 

and maintenance costs.  During its 5-year rate freeze, which expired in 2004, Bay State’s 

operations and maintenance costs declined, on average, 2.2% per year in inflation adjusted terms.  

Exh. BSG/LRK-1, p. 12.  Moreover, Dr. Kaufmann, the Company’s PBR witness, determined 

that “Bay State is a significantly superior O&M cost performer within the U.S. gas distribution 
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industry.”  Exh. BSG/LRK-1, p. 14.  Like many companies, Bay State is now experiencing 

substantial cost increases for wages and benefits, insurance, property taxes and bad debt expense.  

Exh. BSG/JES-1.  Even with these increases, which are reflected in Bay State’s filing, the 

Company’s total operation and maintenance expense adjustments in this proceeding show a 

slight decrease from test year levels.  Exh. BSG/JES-1, Sch. JES-6 (Revision 1). 

Bay State has begun a proactive and aggressive program, the SIR program, to replace its 

aging and deteriorated bare steel and coated, but not cathodically-protected, steel mains and 

services.  This steel infrastructure was installed in the 1950s and 1960s, during a period when the 

use of natural gas grew rapidly in Bay State’s service territories.  Those steel mains and services 

are now experiencing accelerating leak rates due to their age and corrosion, and are rapidly 

coming to the end of their useful life. 

Although an independent consultant found that Bay State “has demonstrated excellent 

leak management,” it is abundantly clear that accelerating corrosion-related leaks are creating an 

increasingly significant reliability and public safety risk.  Exh. AG-2-16, Att. AG-2-16(a) at 3; 

Exh. BSG/DGC-1, p. 21.  In the past, Bay State replaced bare and unprotected steel in its system 

by analyzing individual pipe segment leak rates and replacing the worst performing segments.  

Exh. BSG/DGC-1, p. 16.  However, the leak rates in the bare and unprotected steel mains and 

services have increased to the point where a more comprehensive, area-wide approach must be 

undertaken.  Therefore, to remove the deteriorated piping, Bay State has commenced an 

aggressive SIR program, requiring an estimated total investment in new gas distribution 

infrastructure in Massachusetts of $305 million.  Exh. BSG/DGC-5.  This approach will be more 
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cost-effective than the previous approach of replacing individual segments, because the 

Company will be able to bid the work to contractors more competitively, resulting in lower 

overall replacement costs. 

To recover the capital costs of this program, and to avoid frequent rate cases, the 

Company has proposed a SIR Base Rate Adjustment to recover annually, after Department 

review and approval, the capital costs of the SIR program reduced by savings in operations and 

maintenance costs resulting from the program.  The adjustments will produce relatively small 

and predictable rate increases, and will obviate the costs and administrative burdens on all parties 

and the Department, and avoid rate shock to customers, that would result from rate cases filed to 

recover the SIR program costs absent the adjustment mechanism proposed by Bay State. 

The Office of Pipeline Safety of the U.S. Department of Transportation submitted a 

Report to Congress in May, 2005 that outlined the proactive approaches natural gas operating 

companies and state governments should take to ensure gas distribution safety and reliability.1  

The Report concludes that “[t]he distribution pipelines posing the highest risk tend to be older 

systems that are cast iron, bare steel (i.e. not coated to protect against corrosion), and coated steel 

pipe not subject to cathodic protection.”  Id. at 16.  The NARUC Board of Directors adopted a 

Resolution on February 16, 2005 that accompanies the Report, acknowledges the important role 

of state regulatory agencies in distribution pipeline safety, and encourages gas distribution 

companies to develop distribution pipeline integrity management programs.  Id. at Attachment 3.  
                                                 
1  “Assuring the Integrity of Gas Distribution Pipeline Systems,” A Report to the Congress, May 2005, Office 

of Pipeline Safety, Pipeline and Hazardous Materials Safety Administration, U.S. Department of 
Transportation; Exh. BSG/DGC-17. 
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A number of states already have adopted accelerated gas main replacement programs.  RR-DTE-

5; RR-DTE-52.  The Department should endorse Bay State’s SIR program and approve its base 

rate adjustment mechanism in this proceeding. 

While certain of the intervenors allege that Bay State has failed to maintain the safety and 

reliability of its natural gas distribution infrastructure and that it currently provides sub-par 

customer service, the record in this proceeding contradicts those allegations. 

The Attorney General objects to Bay State’s SIR program and instead recommends an 

approach he calls “safety first,” where only the worst segments of steel pipe are replaced.  AG 

Reply Br. at 4.  As mentioned, such an approach had been followed by the Company for many 

years, but the accelerating leak rates now being experienced make that approach inadequate and, 

if continued, would unacceptably increase the risks to system reliability and public safety.  

Moreover, under the Attorney General’s segment-by-segment approach, overall costs for 

customers would be higher than they would be under the Company’s SIR program. 

Certain of the intervenors have criticized Bay State for shortcomings in customer service, 

largely in the 1998-2001 time period.  During this period, Bay State underwent a number of 

major organizational changes.  It was acquired by NIPSCo in 1999, NiSource was formed, and 

NiSource then merged with the Columbia Energy Group in 2001. Exh. BSG/SHB-1, p. 16.  Bay 

State has acknowledged its service quality difficulties in that period, but that is now past history.  

In 2003, the Office of the President of Bay State was transferred to Massachusetts, providing for 

greater local control over the Company’s operations and improved customer service.  Tr.  3307-

8.  Beginning in 2001, the Company focused on efforts to improve call center performance by 
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adding staff and upgrading its call center technology.  Tr.  3299.  For example, in 2003, an 

integrated voice response system was installed along with a new telephone system.  In 2004, new 

software systems were added to the call center.  Tr. 3163.  As a result, in 2002, 2003 and 2004 

Bay State met or exceeded all of the Department’s service quality measures. Exh. BSG/SHB-1, 

p. 30. 

Bay State is mindful of the burden any rate increase places on customers, particularly 

during this period of high gas commodity costs, over which Bay State has little control.  The 

Company offers a number of programs to help customers manage high gas commodity costs.  It 

encourages low-income customers to utilize the targeted low-income discount rate and fuel 

assistance programs.  It offers energy efficiency programs for low-income, multifamily, 

residential, commercial and industrial customers.  It offers a number of customer payment 

options.  Bay State regularly participates in the Good Neighbor Energy Fund and helps fund its 

media outreach programs.  As part of this proceeding, Bay State agreed with the Massachusetts 

Association for Community Action (“MASSCAP”), the Low-Income Weatherization and Fuel 

Assistance Network and the Low-Income Energy Affordability Network to implement and fund 

a heating system replacement program, an arrearage pilot program and enhanced protocols to 

inform low-income customers of energy efficiency programs. 

A. Parties Filing Reply Briefs 

Pursuant to the procedural schedule established by the Department, Bay State submits 

this Reply Brief to respond to positions of the intervenors.  Reply Briefs were submitted on 

September 26, 2005 by the Attorney General of the Commonwealth (“Attorney General”), the 
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Division of Energy Resources (“DOER”), Massachusetts Oilheat Council, Inc.  (“MOC”), Utility 

Workers Union of America Local 273 (“UWUA”), United Steelworkers of America (“USWA”) 

and Associated Industries of Massachusetts (“AIM”).  Because of the comprehensive scope of its 

Initial Brief, Bay State does not repeat every argument made there in this Reply.  Failure to 

address a particular issue in this Reply, as in its Initial Brief, does not constitute Bay State’s 

assent to any other party’s position on that issue, but rather reflects Bay State’s assessment that 

the claim or position was unsupported by the record and/or is immaterial or collateral to the 

relevant issues in the proceeding. 

II. THE ATTORNEY GENERAL’S RECOMMENDED RATE REDUCTION IS 
UNREASONABLE 

It appears that the Attorney General has recommended the highest possible rate reduction 

for Bay State, regardless of its effect on the Company and its financial condition.  For instance, 

the Attorney General proposed in his Initial Brief a reduction of $14 million from Bay State’s  

current rates.  In his Reply Brief, the Attorney General proposed a rate reduction in excess of 

$20 million.  Aside from the inconsistency between the Initial and Reply positions of the 

Attorney General, an examination of the $20 million rate reduction proposal reveals substantial 

flaws.  For example, the Attorney General appears to have double-counted the revenues 

attributable to service under a special contract, amounting to $404,000.  Further, he has, without 

justification, proposed the disallowance of certain recoverable costs, including not only Bay 

State’s requested pension and PBOP expense reconciliation adjustment, but also the Company’s 

entire $5,026,421 pension and PBOP expense.  Also omitted, perhaps inadvertently, is Bay 

State’s EP&S bad debt expense.  Endorsing the position of UWUA, the Attorney General adds a 
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cost disallowance for the Westborough building lease expense not included in his Initial Brief 

and not included in his final schedules.2

In addition, the Attorney General refers to recent national increases in energy commodity 

costs and proposes that his $20 million proposed decrease in Bay State’s rates will, apparently, 

provide an offset to Bay State customers for the current high commodity costs of natural gas.  

AG Reply Br. at 1-3.3   As part of this proposal, he has sought to introduce new evidence 

unaccompanied by a motion requesting admission of that evidence:  specifically, a discussion of 

increases in natural gas prices in light of Hurricanes Katrina and Rita and a recent newspaper 

article. AG Reply Br., Attachment A; AG Reply, Br. at 1-2 and fn. 1.  Attachment A to the 

Attorney General’s Reply Brief is a newspaper article containing information purportedly 

derived from Department records.  The Attorney General seeks admission of the article by 

“official notice.”  AG Reply, p. 2, fn. 2.  However, only the Department’s records may be 

admitted on this basis and then only after a party has had an opportunity to review those records 

and frame an appropriate objection, if warranted, to their inclusion in the record.4

 
2  The Attorney General also recommends, but his final schedules do not reflect, adjustments for gains 

on the sale of the Westborough building and on the propane facilities, self insurance expenses, 
CWIP, postage increase, non-utility property taxes or inflation for capital costs. 

3  The Attorney General asserts, for the first time in his  Reply Brief, that Bay State has failed to take 
steps to mitigate the cost of its gas supply.  AG Reply Br. at fn. 1.  This assertion has no record 
support, and, in fact, the Department has found Bay State’s gas supply planning process to be 
consistent with Department requirements.  Bay State Gas Company, D.T.E. 02-75 (2004) at 25. 

4  The Department’s procedural rules govern official notice.  220 CMR 1.10(2). 
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III. STEEL INFRASTRUCTURE REPLACEMENT PROGRAM 

The Attorney General continues to be concerned with a “continued deterioration” of 

infrastructure.  AG Br. at 2.  However, as Bay State has demonstrated, it is hardly surprising that 

unprotected steel pipes installed in the 1950s and 1960s are corroding.  See, Tr. 330, 865, 3290, 

3368-3369.  The fact that the pipes need to be replaced over a similar relatively short time period 

is also not a surprise:  they were installed over a relatively short period and are now, as a class of 

facilities, coming to the end of their useful lives over a relatively short period.  Tr. 59, 70, 275, 

2004, 3290, 3886.  The Company’s SIR proposal deals with the means and timing of the 

unquestionably necessary replacement of  Bay State’s remaining unprotected steel infrastructure 

and that the Department should grant Bay State a reasonable method of rate recovery for that 

non-discretionary, accelerated capital investment. 

On Reply, the Attorney General argues once again for the premise that although the 

deterioration of the remaining unprotected steel infrastructure is evident, the Company has not 

proven the necessity for the accelerated replacement of its “entire unprotected steel mains and 

services infrastructure at customer expense.”  AG Reply Br. at 4.  Endorsing what he calls a 

“safety first” approach, the Attorney General asserts that the record supports addressing the 

worst pipe segments first, rather than the Company’s area-wide geographic replacement. 5

                                                 
5  The Attorney General claims that his approach, used for Bay State’s affiliate, Northern Utilities, 

Inc.’s, bare steel replacement ending in 1999, was able to effectively reduce the leak rate in New 
Hampshire.  AG Reply Br. at 4.  However, in the decision referenced by the Attorney General, 
Northern and the New Hampshire Public Utilities Commission both recognized that the leak rate in 
New Hampshire could reverse.  Bay State believes this approach is reactive to the safety issue, not 
pro-active, and is inappropriate for adoption as Bay State’s replacement strategy. 
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Bay State has never denied that prioritizing the worst performing segments for 

replacement is an appropriate method, and indeed the Company has applied this method for 

replacement decisions in the past.  Tr. 2443.  However, the record also demonstrates that such a 

method will be insufficient to protect either the integrity of the Bay State system or public safety, 

because of the undeniable reality of the increasing leak rates on the unprotected steel system.  

See e.g. Tr. 59, 69, 278-279, 281, 320, 681-682.  Bay State’s General Manager has testified in 

this proceeding repeatedly and emphatically that the systematic geographic replacement of the 

offending pipe must be conducted and will be continued, and that geographic replacement is 

undertaken now in order to protect the public from the possibility of an incident in which bodily 

injury or death may result.  Tr. 296, 3319-3320.  Immediate replacement of dangerous pipe 

outside the geographic replacement zone will also continue to take place.  Bay State will still 

address the worst performing segments, and the incremental SIR program will  address the 

accelerated geographic replacement of unprotected or bare steel. 

Accepting the premise that pipe replacement must take place, the Attorney General’s 

preferred method will be more costly and less efficient than Bay State’s approach, which is more 

cost-effective, produces operations and maintenance savings that will be flowed through to 

customers, and which addresses in a more timely manner an increasing public safety issue. 

The Attorney General argues on Reply that “there can be no doubt that the Company 

failed to maintain its system properly.”  AG Reply Br. at 6.  Once again this argument is not 

supported by the evidence or logic.  The record provides no evidence of any deferred 

maintenance or deferred infrastructure replacements.  In fact, Bay State has expended over $500 
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million in plant investment since its last base rate proceeding, which now qualifies for inclusion 

in rate base.  Bay State exceeds the standards for leak detection by surveying its entire system 

each year; Bay State also exceeds the general industry practice by immediately repairing all of 

the most dangerous Type 1 leaks and by repairing all Type 2 leaks prior to the upcoming winter, 

except in unusual circumstances.6  Exh. AG-2-16(a), p. 3 (Bay State “has demonstrated excellent 

leak management.”); See also Tr. at 359. 

Even by choosing to examine pipe abandonments, the Attorney General can demonstrate 

no pattern of a failure to spend on pipe replacement.  AG Reply Br. at 6.  The Company’s 

replacement activity is better measured in miles of main replaced.  Exh. AG-14-1; Exh. AG-2-

39.  Replacements by miles are consistent from 1998 through 2002 when compared to the period 

1986 through 2003.  Exh. AG-14-1.  Nevertheless, even if one chooses to look at abandonments 

to determine Bay State’s pre-and post-merger replacement rate, the Attorney General’s 

abandonment percentage is faulty because it is derived by selecting an historically high year as a 

starting point and an historically low year for an end point.  Exh. AG-14-1; Exh. AG-2-39.   

The Attorney General misquotes a report by R.J. Rudden to support his claim that Bay 

State’s “own expert . . . believes that [its] approach to unprotected steel main replacement in 

Brockton has been insufficient to offset its corrosion leak problems there.”  AG Reply Br. at 6.  

The Attorney General selected the following exerpt from the Rudden report: “It is Rudden’s 

                                                 
6  In its Initial Brief, Bay State inadvertently stated that the “most dangerous Type 3 leaks” were 

repaired and addressed immediately by the Company.  Bay State’s Initial Br. at 35.  The Company 
intended to state that it promptly addresses those leaks that present an immediate danger to public 
safety, the Type 1 leaks.  
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opinion that BSG’s efforts in replacing its aging bare and unprotected coated steel mains in the 

Brockton Division have not stemmed a continuing increase in Brockton’s corrosion leaks.”  Exh. 

AG-2-16, Att. AG-2-16 (a), at 3.  Omitted was the immediately preceding sentence: “Based on 

BSG’s Leak Backlog/Repair Ratio comparison to national and regional companies, BSG has 

demonstrated excellent leak management.”  Exh. AG-2-16, Att. AG-2-16 (a), at 3.  Nor did the 

Attorney General include the sentence immediately following: “Furthermore, this is a signal that 

BSG needs to invest more resources in its bare and unprotected coated steel replacement efforts, 

in order to keep up with the problems and risks associated with its remaining bare and 

unprotected coated steel pipes.”  Exh. AG-2-16, Att. AG-2-16 (a), at 3.   

The Attorney General also reiterates on Reply his claim that certain of Bay State’s 

information provided in support of its historic replacement levels is incorrect.  AG Reply Br. at 

6-7.  The sole support for this argument is his supposition (completely belied by the evidence) 

that Bay State deferred replacements.  To the contrary, the record demonstrates that Bay State 

has consistently replaced deteriorated pipe throughout its system, that Bay State has exceeded 

(and will continue to exceed) leak survey standards in its attempt to proactively identify failing 

pipe, and, that Bay State intends to replace failing unprotected pipe as it is identified whether or 

not it exists in the geographic replacement parameter of the SIR.  See e.g. Exh. AG-2-16(b), p. 6; 

Tr. 359. 

Finally, several of the intervenors continue to protest the rate adjustment mechanism 

proposed by Bay State to keep its earnings abreast of its accelerated capital investment in the SIR 

program.  See, e.g. AG Reply Br. at 47.  The Attorney General suggests that approval of the 
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adjustment will increase the regulatory workload for parties that regularly have their rights and 

obligations adjudicated before the Department.  Id.; see also, AG Reply Br. at 8 (“filings will 

involve thousands of pages”); but see AG Reply Br. at 9 (refers to “accelerated payments”).  

However, in its request for the ABRAM, Bay State is merely asking the Department to alter the 

timing of the review for a portion of its capital investments.  The breadth of information required 

to support an ABRAM filing is completely within the discretion of the Department.  In Bay 

State’s view, the review required would be consistent with that undertaken for plant investment 

in a general rate proceeding.  Tr. 3323.  The ABRAM will permit the Department to review a 

significant element of Bay State’s cost structure in a timely, manageable, annual filing.  Id. 

The approval of the SIR will not cause other utilities to flock to the Department:  there is 

no evidence on this record that other companies are similarly situated with regard to their 

infrastructure (let alone the electric and water utilities cited by the Attorney General). 

IV. REVENUE REQUIREMENT ISSUES 

A. Rate Base 

1. Customer Information System 

The Attorney General continues to assert that the record supports a complete 

disallowance of the costs incurred by Bay State in implementing its current Customer 

Information System (“CIS”), rather than permitting those costs to be included in Bay State’s rate 

base.  AG Reply Br. at 18.7  The Attorney General’s position, that 100% of the costs of a system 

                                                 

(Footnote continued on next page) 

7  The Attorney General admits an error and states that the Company’s net investment in the CIS 
system is the amount he seeks to have disallowed.  AG Reply Br. at 19, fn. 11.  Initially, the 
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that is currently in use and proving benefits to customers, should be denied because it is without 

merit for the reasons contained in Bay State’s Initial Brief.  Bay State Initial Br. at 53-57.  The 

Attorney General claims that Bay State made “no effort” to control costs and “failed to put the 

project out to bid.”  AG Reply Br. at 18.  He also dismisses the Meta Group study that 

determined Bay State’s CIS investment was reasonable based on the experience of utilities of 

similar size to Bay State.  The Attorney General, however, takes the position that the utilities 

referenced in the study are not similar in size to NiSource.  Compare Bay State Initial Br. at 56-

57; Exh. AG-3-16 (Supplemental); RR-DTE-109; RR-DTE-113 with AG Reply Br. at 11, 18-19. 

As Bay State has described, it had in place procedures and protections to ensure cost 

review and containment for the CIS.  Bay State Initial Br. at 53-57.  The CIS required fast action 

and critical implementation timing in 1999 to meet wide-spread Y2K concerns.  Id.; Tr. 2529-

2584.  The CIS was familiar to Bay State through its affiliate, NIPSCo, and therefore required 

less time to bring into service.  Id. 

Moreover, Bay State’s implementation costs were reasonable.  The Meta Group correctly 

compared Bay State to small utilities for benchmarking the CIS implementation cost.  Exh. AG-

3-16 (Supplemental).  NiSource today (as the third largest natural gas distribution company in 

the United States) is far larger than it was in 1999.  CIS installed at Bay State was not used by 

the Columbia companies after the NiSource/Columbia merger in 2000.  Therefore, Bay State did 

not benefit from the economies of scale and  lower per unit costs of implementation for larger 

                                                 
(Footnote continued from previous page) 

Attorney General claimed that the gross plant investment should be disallowed, overstating the 
adjustment by more than $10 million.   
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utilities that the Attorney General suggests for comparison purposes.  The correct comparison is 

that used by Meta Group that demonstrates that Bay State has a reasonable per bill cost for its 

CIS on a going forward basis.  Bay State Initial Br. at 56-57; Exh. AG-3-16 (Supplemental); RR-

DTE-109; RR-DTE-113.  Bay State has demonstrated the reasonableness of including the CIS in 

rate base, and the Department should allow it. 

2. Revenue Producing and Non-Discretionary Plant Investment 

The Attorney General reiterates his claim that Bay State failed to demonstrate that it had 

“sufficiently” contained costs with regard to revenue producing plant investment and non-

discretionary plant investment.  AG Reply Br. at 19-20 (claiming Bay State “merely” identified 

growth projects by providing a summary list and asserting that the evidence of cost containment 

is not “clear and reviewable”). 

Bay State rebutted these contentions in its Initial Brief by demonstrating that for revenue 

producing projects, Bay State calculates the O&M costs per customer, marginal capital costs, 

project life projection, weighted average cost of capital and risk adjusted discount rates for each 

project, and continually analyzes those parameters.  Bay State Initial Br. at 47.  For revenue 

producing and non-discretionary projects, Bay State requires formal write-ups where the budget 

variances exceed 10 percent.  Bay State Initial Br. at 47-48; Exh. BSG/DGC-1, p. 42; Exh. DTE-

16-19; Exh. DTE-16-13.  All but one revenue producing project, contested by the Attorney 

General because it lacked a “report,” yielded post-construction internal rates of return that were 

greater than both the Company’s weighted cost of capital and its internal hurdle rate.  Bay State 

Initial Br. at 47-48; Exh. DTE-3-22 (Revised); Exh. DTE-3-27 (Revised); RR-DTE-136; Tr. at 



Reply Brief of Bay State Gas Company 
D.T.E. 05-27 

September 30, 2005 
Page 15  

 

BOS1531914.1 

384.  Of the fourteen revenue producing projects that the Attorney General claimed demonstrated 

cost variances, ten yielded positive post-construction internal rates of return, and the others had 

justified variances.  Id.; Bay State Initial Br. at 49-50.  Contrary to the Attorney General’s 

assertions, the mere existence of a cost variance between the estimated and actual cost does not 

amount to imprudence, and no factual basis for such a claim exists in the record of this 

proceeding. 

Moreover, with regard to both revenue producing and non-discretionary plant investment, 

the record evidence is clear that every Bay State project is subject to cost control measures.  Id.; 

Bay State Initial Br. at 49-50; Tr. at 3394, 3399; RR-AG-87; Tr. at 2450; Tr. at 2448.  These 

measures (in addition to requiring variance and cost information), include the negotiation of 

permit conditions, regular meetings with officials of affected cities and towns so they are aware 

of the impact of their decisions on the cost of construction, the competitive bidding of all jobs 

over $50,000; competitive bids based on unit pricing, not time and materials; soliciting bids from 

4-8 prospective bidders; inviting site walk-overs by prospective contractors to ensure accuracy of 

bids; and assigning an inspector to represent the Company’s interests on the job site.  Id.; Bay 

State Initial Br. at 45-46.  The record is replete with documentary and testimonial evidence of 

Bay State’s strong record of cost-containment and sound project management.  Bay State Initial 

Br. at 45-50; Exh. DTE-3-22 (Revised); Exh. DTE-3-27 (Revised); RR-DTE-136; Tr. at 384; Tr. 

at 3394, 3399; RR-AG-87; Tr. at 2450; Tr. at 2448.  In fact, Bay State makes every effort to 

control and contain construction costs.  The record evidence warrants no adjustment to Bay 

State’s plant investment, revenue producing or non-discretionary. 
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B. Operating Expenses 

1. Amortization of Gain on Sale of Westborough Building 

The Attorney General continues to argue that the gain on the sale of the Westborough 

headquarters should be greater than that calculated by Bay State.  AG Reply Br. at 15-16.  

Except for a new argument that Bay State sold the property below its original cost, each of the 

arguments made on Reply is a reiteration of the arguments made initially by the Attorney 

General and which were rebutted by Bay State in its Initial Brief.  Bay State Br. at 84-87.8  

However, new is the Attorney General’s claim that the Department should calculate the gain 

based on “original cost as of the date of sale.”  AG Reply Br. at 16.  This proposal is not 

consistent with Department precedent. The gain must be determined by the original cost of 

property as reflected on the Company’s books as of the date of sale, not as compared to the 

original purchase price.  The Company correctly calculated the gain, and therefore, the gain on 

the sale of the Westborough building as calculated by Bay State should be flowed back to 

customers.  No additional adjustment is appropriate or warranted. 

2. Amortization of Gain on Sale of Propane Properties 

Once again the Attorney General argues that Bay State did not conduct a cost-benefit 

analysis of the sale of the propane properties and that, because the sale was to an affiliate, it 

should be closely scrutinized.  AG Reply Br. at 16-17.  Bay State responded to this argument in 

                                                 
8  The Attorney General asserts that retention of the Westborough building was an important aspect of 

the Department’s merger approval in D.T.E. 98-31.  The discussion in the Department’s merger 
order regarding the Westborough headquarters was to ensure management would remain local, 
which today it is.     
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its Initial Brief as follows:  (1) it competitively bid the sale; (2) EnergyUSA paid book value; and 

(3) the sale price with the associated real estate generated the gain.  Bay State Initial Br. at 87-88.  

The concept of a cost-benefit analysis is illogical in the context raised by the Attorney General.  

The property was no longer necessary for operational or gas supply purposes. The sale was 

designed to produce maximum ratepayer benefit by subjecting it to public competitive bidding.  

The sale ensured arms length pricing with an affiliate by subjecting the property to public 

competitive bidding.  This sale did not result in the “payment by a utility to an affiliate” as 

suggested by the Attorney General.  See AG Reply Br. at 17.  The sale was fair, the outcome 

reasonable, the transaction was at arms-length.  The gain should be allowed to be recovered by 

ratepayers as calculated by Bay State.  No further adjustment is warranted or justified on the 

record. 

3. Amortization for Metscan Undepreciated Investment and Lease Buy-
Out 

The Attorney General mischaracterizes Bay State’s analysis of the Metscan issue in his 

Reply Brief.  AG Reply Br. at 37-39.  First, the Company stated that no party contested the 

inclusion in Bay State’s costs of the Metscan lease payment buyout as an amortization expense; 

Bay State also stated that no party contested the adjustment required to reflect the removal of the 

test year Metscan lease expenses from Bay State’s O&M expense.  Bay State’s Initial Br. at 108, 

113.  Both statements are true.  The Attorney General’s argument in his Initial Brief addresses 

the Department’s standards for inclusion of plant in rate base and therefore was relevant only to 

Bay State’s request to recover its undepreciated balance.  AG Br. at 87-91.  However, the 

Metscan lease buy-out expense is the amortization of an operating expense, and is not plant.  The 
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Attorney General has now revised his position.  Nevertheless, his initial argument is invalid and 

should be dismissed. 

Second, the basis for the requested treatment of both amortizations, the undepreciated 

investment and the significant non-recurring lease buy-out expense, is that Bay State made the 

investment in the Metscan property based on a prudent management decision and that the 

property and leased assets served the Company and its customers well for almost a decade, 

providing millions, if not millions, of accurate meter readings.  Bay State’s Metscan investment 

was reasonable when made and was prematurely retired following a reasoned business 

assessment of its continued viability.  The rationale employed by the Department in permitting 

amortized recovery of a prudent and prematurely retired investment is applicable. 

Finally, the Attorney General claims that Bay State “created the nature and amount” of its 

lease obligation for “substandard equipment” and that this is not an “unanticipated expenditure.”  

AG Reply Br. at 39.  Bay State fundamentally disagrees.  Bay State was only able to assess the 

continued viability of the Metscan devices as large numbers of the meters first deployed in 1991 

came back for battery replacement and overhaul.  Tr. at 985-986.  At the time of the sale lease 

back in 1998, Bay State had no reason to anticipate the broad extent of the problem when the 

devices were installed on outside meters.  Tr. 979-1027 (Problem identified in 2000).  Nor could 

Bay State foresee that Metscan would discontinue supporting the technology.  In all ways, the 

selection and installation of the metering devices was reasonable based on what was known at 

the time the decision was made; the meter devices were in service to ratepayers for nearly a 

decade and provided millions of accurate meter readings over that time; Bay State’s decision to 
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lease the units was unrelated to the later determination that the devices installed on outside 

meters would need to be replaced; and Bay State’s decision to replace the technology with the 

more widely used radio-based Itron technology was reasonable based on what Bay State knew at 

the time.  For all these reasons, the Department should reject the Attorney General’s arguments 

regarding the amortization of the undepreciated Metscan investment and the lease buy-out 

payments and grant Bay State recovery of those amortizations. 

4. IBM Contract - Projected Savings 

The Attorney General persists with his position that the Department should reduce Bay 

State’s annual O&M expense by $3.43 million for projected, multi-year cost savings estimates 

that have been reported in forward-looking securities disclosures and which may be produced in 

the future (10-years) for Bay State’s affiliates.  AG Reply Br. at 41-43.  The Attorney General 

also reiterates concerns with regard to potential service deficiencies, and ignores evidence that 

Bay State met and/or exceeded all of the Department’s service quality standards in 2004, 2003 

and 2002.  Compare, AG Reply Br. at 41 with Exh. BSG/SAB-1, p. 30. He then points to 

potential staffing changes without citation and claims that staffing levels were increased in the 

test year in an effort to inflate test year revenue requirements.  AG Reply Br. at 42. 

The Attorney General is far afield with this argument.  For one, there are no known 

savings yet with regard to the business services agreement between IBM and NiSource.  Bay 

State’s Initial Br. at 10-12.  The Attorney General’s proposed adjustment fails to meet the 

Department’s standard for “known and measurable” adjustments suitable for ratemaking 

purposes.  The Attorney General conveniently ignores that the multi-year savings are projected 
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to occur only over the full term of a ten (10) year agreement, and it would be completely 

inappropriate to reduce Bay State’s current O&M for ratesetting purposes in anticipation of 

possible future savings that may occur, if at all, by the end of the agreement.  Exh. DTE-18-1; 

RR-AG-9; RR-AG-10.  The Attorney General acknowledges that the costs to achieve these 

savings should be amortized over the life of the contract, but fails to provide that calculation.  

See AG Reply Br. at 43.  Other similar assertions with regard to early savings to be generated by 

the contract are completely without support in the record.  See AG Reply Br. at 43.  Any 

examination of a possible adjustment related to purported IBM savings should wait for Bay 

State’s next rate proceeding at the end of its five (5) year PBR.  The Attorney General’s 

proposed adjustment that would arbitrarily, and without record support or legal precedent, reduce 

Bay State’s operating expense by $3.43 million should be denied. 

5. Westborough Lease Expense 

The Attorney General agrees with the UWUA that the allocated cost of the Westborough 

lease expense should be reduced.  AG Reply Br. at 27-29.  The Attorney General claims that the 

lease expense is not justified, the lease obligation irrelevant, the facility is now too large for Bay 

State’s current use, and the sublet revenues should not be assigned to Northern.  AG Reply Br. at 

28-29, 30. 

Both UWUA and the Attorney General base their analysis on the total annual lease 

amount, net of sublease rent.  This premise is incorrect.  Bay State shares the Westborough lease 

expense with Northern Utilities via the management fee.  Exh. AG-1-27 (approximately 16.5% 

of the gross lease expense, net of sublet revenues is borne by Northern).  Moreover, the sublet 
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revenues are not simply allocated to Northern.  Compare AG Reply Br. at 29 with Exh. AG-1-27, 

Exh. AG-3-28 (footnote indicates a portion of both revenues and expenses are assigned to 

Northern).  The claim that only 26 employees are resident in Westborough is also incorrect.  See 

AG Reply Br. at 29.  Removing resident NCSC employees, who work for Bay State and 

Northern, would result in a direct bill to NCSC and then a direct bill back to Bay State with an 

allocation to Northern.  Bay State Initial Br. at 10, 101-103 (NCSC charges affiliates at cost; 

direct billing is preferred method).  The approximately 30 NCSC employees resident in New 

England provide services to Bay State and Northern.  While Bay State may adopt the accounting 

treatment recommended by the Attorney General, the charging and charging-back to NCSC of 

lease expense will not reduce the obligation or the appropriate amount to be included in Bay 

State’s operating expenses for rate setting purposes. 

The Attorney General incorrectly asserts that “the NiSource Service Company” has 

begun subleasing the premises.  AG Reply Br. at 28.  The lease and the lease obligation is Bay 

State’s alone, and Bay State is mitigating the lease expense by seeking contributing revenue from 

sublessees.  Exh. AG-1-27.  Moreover, the contractual obligation for payment is embedded in the 

lease that the Attorney General deemed irrelevant.  AG Reply Br. at 28.  However, it is not 

irrelevant, and represents the lease rates at the time the lease was negotiated in 1997. 

The Attorney General does not allege the building was too large for Bay State when it 

was leased in 1997 for executive, administration and operations staff, but he does so now with 

the benefit of hindsight.  The evidence demonstrates that Bay State’s lease was reasonable at the 

time it was entered into in 1997, and is now being mitigated through subleasing and shared 
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revenues and expenses with Northern.  The lease expense is known and measurable and should 

be allowed. 

6. Energy Products and Services Sales Promotional Program Expenses 

Both the MOC and the Attorney General argue that the Department should deny recovery 

to Bay State of its sales promotional expenses related to its Energy Products and Services 

(“EP&S”) business in the amount of $1,191,844, because the Company did not conduct a net 

benefits analysis for these expenditures before the EP&S programs began.  MOC Reply Br. at 4; 

AG Reply Br. at 30. 

The EP&S programs clearly provide net benefits to Bay State customers, as they 

contributed $5.7 million of profit in the test year, which directly reduces costs to the Company’s 

customers and reduces the Company’s revenue requirements in this proceeding.  In total, EP&S 

grossed $17.3 million and incurred fully allocated costs of $11.6 million.  Exh. BSG/SHB-1, 

p. 58; Exh. MOC-4-2.  The EP&S sales promotional expenses are a direct contributor to that net 

profit, which is net of the EP&S promotional expenses. 

The Department allows expenses for promotional measures to be recovered in base rates, 

if the measures collectively provide net benefits to ratepayers.  Boston Gas Company, D.T.E. 03-

40 at 244.  The Department has determined that the increased revenues from such programs 

benefit customers by spreading fixed costs more broadly among a company’s customers 

whenever base rates are reset.  Id.  This is true for Bay State, as the EP&S programs allow the 

Company to maximize use of its existing resources, for example by utilizing the employees that 

provide EP&S services to also perform safety inspections and similar activities in addition to 
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their EP&S activities.  Exh. MOC-2-5; Exh. BSG/SHB-1, p. 53.  EP&S margins lower rates for 

customers and make natural gas more competitive in the energy market place, in accordance with 

Department policy for promotional programs.  D.T.E. 03-40 at 249.  Although the Department 

has required an incremental approach to promotional service program expenses that are 

accounted for above the line for ratemaking purposes (D.T.E. 03-40 at 43), which is the case 

with the EP&S programs, the Company has used a fully allocated approach to track EP&S costs.  

Exh. BSG/SHB-1, pp. 56-57. 

Consistent with Department determinations on the recovery of the costs of promotional 

programs, Bay State’s analysis of its EP&S promotional expenses did not include extraneous 

factors such as growth-related capital projects, and identified indirect promotional expenses.  

RR-AG-30; D.T.E. 03-40 at 249.  Although the Company did not conduct a profitability analysis 

for each program, collectively the programs provide net benefits to customers.  Since the EP&S 

programs have been in existence for a number of years, Bay State did not perform a pre-

implementation IRR analysis.  For example, the Guardian Care program has been in existence 

since at least 1992.  Bay State Gas Company, D.P.U. 92-111 at 194.  Although the programs are 

still on-going, the test year analysis of profitability shows significant net benefits for customers. 

Bay State intends to spend more in promotional expenses in the rate year than it did in the 

test year, and therefore the test year level of sales promotional expenses is, at least, 

representative of, and may even understate, future promotional expenses.  Exh. AG-15-13(b); 

RR-AG-56, p. 1; Exh. AG-9-45.  Bay State believes it has satisfied the intent of the 
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Department’s directives with respect to promotional program expenses.  Boston Gas Company, 

D.T.E. 03-40 at 249. 

The promotional program expenses for Bay State are significantly smaller than the 

corresponding expenses for Boston Gas in the D.T.E. 03-40 proceeding.  Therefore, the costs of 

a complete pre-and post-implementation IRR analysis for Bay State’s programs could approach, 

and even exceed, the costs of some of the programs that would be analyzed.  For example, the 

Contractor Incentive program expenses were only $2,000 in the test year, a cost that could be 

dwarfed by the expense of a complete IRR analysis.  Exh. AG-15-12(c).  For this reason, Bay 

State requests that the Department apply a materiality test in determining when promotional 

programs should be subject to a complete IRR analysis. 

The Attorney General also argues that all of the Company’s EP&S sales promotional 

expenses should be disallowed, because Bay State could not identify the exact number of new 

residential customers that resulted from conversions from electricity to gas.  The Attorney 

General incorrectly estimates that 25.44% of the new customers are conversions from electricity 

to gas.  844/3,317 = 25.44%; AG Reply Br. at 30.  Of the 3,317 total new customers added in 

2004, 844 were residential customers, and the “vast majority” of these conversions were from oil 

to gas, although Bay State does not track the number of conversions by fuel type since often a 

customer may not provide that information to the Company.  Tr. 961-2; RR-AG-36; Exh. AG-6-

14.  If it is assumed that 85% of the conversions are oil to gas, a plausible estimate of the number 

of conversions from electric to gas is only 3.8%.  (844 x.15)/ 3,317 = 3.8%.  However, it would 

be inappropriate to disallow the entire amount of sales promotion expenses due to a very few 
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conversions from electricity to gas of which the Company may not have been informed and does 

not have a record. 

Finally, it would be unfair to exclude the EP&S sales promotional expenses from the 

revenue requirements in this proceeding while leaving in all of the revenue margins generated by 

the EP&S promotional programs.  The disallowance of all sales promotional expenses proposed 

by the Attorney General and MOC should be rejected. 

7. Advertising Expenses 

MOC argues that all of the Company’s advertising expenses for its EP&S programs, 

$184,801, should be disallowed.  MOC Reply Br. at 2.  The Attorney General argues that 

$56,067 of the total EP&S advertising expenses should be disallowed.  AG Reply Br. at 37.  

Neither of these adjustments is warranted. 

The Company’s proposed advertising expenses meet the requirements of G.L. c. 164, 

sec. 33A which permits recovery of promotional advertising that informs consumers of, and 

stimulates the use of, products and services which are subject to direct competition from the 

products or services of entities not regulated by the Department.  Boston Gas Company, D.T.E. 

03-40 at 276-7.  The EP&S advertisements inform customers about various EP&S services and 

products which are also available from entities not regulated by the Department, such as oil and 

propane dealers.  Exh. BSG/SHB-1, pp. 52, 55-56.  The Company provided an itemization of its 

test year advertising costs for which it sought recovery in rates and made clear that no 

image-related advertising is included in advertising costs the Company seeks to recover.  

Exh. BSG/JES-5; Exh. MOC 1-4(a).  The Company’s advertisements are within the 



Reply Brief of Bay State Gas Company 
D.T.E. 05-27 

September 30, 2005 
Page 26  

 

BOS1531914.1 

Department’s promotional category, and are related to competition from entities not regulated by 

the Department.  Boston Gas Company, D.T.E. 03-40 at 277.  The following table provides a 

grouping of the advertising expenses: 

Advertising Expenses – Grouping 

  Expenses Reference (Exhibits)

1. Image advertising $           0 MOC-1-4(a) 

2. Informational 0  
3. Promotional – Competition with unregulated fuels   

4. Utility sales, Non EP&S 55,745 AG-15-13(a)(1) 

5. EP&S 184,801 MOC-3-10(c) 
6. Subtotal – Unregulated fuels $ 240,546 MOC-1-3, AG-15-12 & 

AG-15-13(a) 
7. Promotional – Competition with regulated fuels 0 MOC-2-3 & MOC-2-5 

8. Promotional – Non-Utility     69,721 MOC-1-3 (2) 
9. Total Promotional $ 310,267  
10. Miscellaneous 0  
11. Total $ 310,267 MOC-1-1 & MOC-1-3 
 
NOTES:

1. Also computed as $68,823 shown in MOC-1-4(c) less 19% assigned to Northern 
Utilities 

2. Includes $29,148 billed to Northern and $40,573 below the line (Boiler/furnace 
installations) 

 

The Attorney General argues that the Company has not sufficiently explained the purpose 

of certain Muzak invoices, a Westwood One invoice and a promotion that includes coupons, post 

cards, bill inserts and a mea culpa letter, all totaling $12,143, which he argues should be 

disallowed.  AG Reply Br. at 36.  However, the Attorney General has made no claim that the 



Reply Brief of Bay State Gas Company 
D.T.E. 05-27 

September 30, 2005 
Page 27  

 

BOS1531914.1 

invoiced amounts were not advertising expenses incurred by the Company and has presented 

insufficient evidence for the Department to disallow the invoiced expenses he lists. 

The Attorney General also argues that 25.44% of the advertising expenses should be 

disallowed as attributable to electric to gas conversions.  AG Reply Br. at 36.  The Attorney 

General calculates the 25.44% as the ratio of residential conversions (844) to total new 

customers (3,317) during the last year, but he incorrectly assumes that all the residential 

conversions were from electricity to gas.  AG Reply Br. at 37.  The “vast majority” of the 

residential conversions were from oil to gas, not electricity to gas.  In addition, the Company has 

indicated that it may not receive information from customers as to their prior heating source 

when it makes a conversion to gas and does not track this information.  Tr. 961-2;  RR-AG-36.  

Therefore, the Attorney General’s assumption that 25.44% of conversions are from electricity to 

gas is incorrect.  If it is assumed that 85% of the conversions are oil to gas, a plausible estimate 

of the number of conversions from electric to gas is only 3.8% (844 x .15)/3,317 = 3.8%.  The 

Attorney General has not presented sufficient evidence that would warrant any reduction in Bay 

State’s EP&S advertising expenses. 

In conclusion, since the vast majority of advertising expenses promote competition with 

unregulated entities, and since Bay State’s EP&S operations are treated above the line and 

contribute substantial profits that go to reducing customer rates, the advertising expenses should 

be allowed.  The arguments of the MOC and the Attorney General should be rejected. 
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8. Adjustment for Property Taxes – Non-Utility Property 

The Attorney General argues that the Company’s property tax should be reduced by 

$22,538, for the amount of property tax associated with non-utility property.  AG Reply Br. at 

37.  Bay State agrees with this proposed adjustment.  Exh. DTE-1-5; RR-DTE-18.  The 

adjustment is included in the final revision of Bay State’s revenue requirement schedules. 

9. General Counsel Retainer 

The Attorney General sets forth additional reasons for denying the retainer expense for 

the NiSource General Counsel, allocated to Bay State through the NCSC charges.  AG Reply Br. 

at 34-35.  The Attorney General argues that if the law firm partner who is General Counsel is 

also an “employee of the company,” the retainer fee must be eliminated for ratemaking purposes; 

where the General Counsel’s services are not competitively bid, the retainer fee must be rejected; 

and where the fee is not supported with detailed invoices, the fee should be rejected.  Id.  The 

Attorney General’s objections are unwarranted. 

Bay State has no General Counsel of its own and receives the benefit of the 

services of the highly experienced and knowledgeable NiSource General Counsel who is 

available at Bay State’s request for an annual cost of $62,000.  Tr. 1591-1592.  This is a 

reasonable fee for General Counsel services for a company the size of Bay State.  The NiSource 

General Counsel is not an “employee” of NiSource.  He is an officer of NiSource and the 

manager of the NiSource Legal Department, but NCSC does not pay him a salary and no benefits 

are allocated for him that are obligations of Bay State’s ratepayers.  He is compensated by his 

law firm based in Chicago, of which he has been Managing Partner.  The NiSource General 
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Counsel’s unique institutional knowledge of Bay State is an adequate substitute for competitive 

bidding in this particular relationship.  See Bay State’s Initial Br. at 119-120; Exh. AG-19-36.  

Finally, the retainer arrangement is essentially a fixed fee for legal services and the billing 

invoices would not usually contain the number of hours billed and work performed.  The General 

Counsel, who is the chief legal counsel for the corporation, provides Bay State a wide range of 

experience (on regulatory, land use, SEC, investor relations, FERC, litigation, contract 

negotiation, employee, environmental and health and safety issues), and supervises the activities 

of 30 NiSource lawyers who perform services on behalf of Bay State, all for an allocated cost of 

$62,000 per year to Bay State.  The retainer falls within the ambit of management’s discretion 

for a vital business service.  It is reasonable in amount and it should be allowed. 

10. Adjustment for Normalized Rate Case Expense 

The UWUA continues to assert mismanagement of rate case staffing.  Bay State 

disagrees and stands by the analysis provided in its Initial Brief, which demonstrated that no 

party was prejudiced in discovery; that the timing of discovery was reasonably related to the 

volume of responses required to be responded to; that the costs of Bay State’s rate case expense 

were contained by competitive bidding and by the close scrutiny and monitoring of detailed 

invoices.  Bay State’s Initial Br. at 88-97.  The Attorney General and UWUA both challenged 

Bay State’s proposal that the Department limit the discovery to the extent possible, however the 

goal of this proposal is to constrain rate case expenses.  

Filed with this Reply Brief are Bay State’s updated rate case expenses through the date of 

this Reply, and including estimated expenses reasonably expected to be incurred for the 
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compliance phase of the proceeding.  This is the second update since the close of hearings: the 

first was filed September 15, 2005, after the filing of Bay State’s Initial Brief.  Bay State 

contends both the level of expense and the costs incurred are reasonable given the size of the 

litigation, the complexity of the issues, and the volume of discovery required to be responded to.  

See, Exh. DTE-15-58 (Supp. 6).  Bay State seeks recovery of the normalized amount of this rate 

case expense included in its O&M expense. 

11. Corporate Air Transport 

The Attorney General continues to challenge the amount allocated to Bay State for 

corporate air transport expenses.  AG Reply Br. at 30-31.  However, Bay State demonstrated that 

the air transportation service is provided to executives and employees on Bay State business, 

whether that business is in Massachusetts, the executive office in Merrillville, Indiana, NCSC 

headquarters in Columbus, Ohio, or elsewhere within the 11-state NiSource system.  Bay State 

Initial Br. at 122-123.  Given the number of flights and the number of employees using the 

transport jet, and the efficiencies created by use of the air transport when none of the major 

NiSource offices are located near airport hubs, the allocated amount to Bay State is a reasonable 

expense.  Id.; RR-AG-46; Exh. AG-1-54; Exh. Ag-19-27. 

12. Adjustment for Postage Increase 

Raised for the first time on Reply, both UWUA and the Attorney General now reject Bay 

State’s proposed adjustment to reflect an increase in postage costs as not known and measurable.  

See, AG Reply Br. at 33.  The increase is required in order for the United States Postal Service to 

fund a $3.1 billion escrow requirement mandated by Public Law (PL) 108-18.  Id.  (Exh. 
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BSG/JES (Workpapers) at Workpaper JES-6, p. 30.  Without the requested increase in postal 

rates, the United States Congress would be required to adopt legislation to repeal or alter the 

obligation established by PL 108-18.  It is more than reasonably certain that the increase will 

take effect as requested by the U.S. Postal Service.  This makes it known according to the weight 

of the evidence.  The amount of the increase has been announced and is therefore measurable.  

This adjustment should be allowed by the Department.  See also, Bay State’s Initial Br. at 106. 

13. Adjustment for Self Insurance 

The Attorney General challenges, for the first time on Reply, the inclusion of self-

insurance expenses, claiming Bay State’s use of a five-year average was not demonstrated to be 

consistent with precedent.  AG Reply Br. at 32.  The Attorney General’s objection to this 

adjustment is not reasonable.  As the Department is well aware, insurance claim levels are 

volatile from year to year.  Exh. BSG/JES (Workpaper) at Workpaper JES-6, p. 19 of 31.  A 

five-year average claim level is a reasonable method of obtaining a representative historical level 

for inclusion in rates.  Five years also matches the PBR period proposed by Bay State and serves 

to smooth out the average self-insured claims expense to reduce the impact of insurable events 

that can affect a natural gas distribution company.  This treatment is consistent with the 

Department’s obligation to ensure that costs included in rates are representative of the level of 

expenses the utility can reasonably expect to incur in the future. 

In addition, the Attorney General’s proposed disallowance is mathematically incorrect, 

because he has added the book amount of claims to the actual claim amount.  He should have 

subtracted the book amount.  Since the proposed adjustment by the Attorney General is too late 
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and provides an insufficient basis to deny inclusion of this expense in rates, Bay State’s self-

insured claims adjustment should be allowed. 

14. Service Company Charges for Executive Compensation 

The UWUA continues to challenge the levels of executive compensation, and requests, a 

reduction in Bay State’s allocated share of NiSource executive compensation by 50%.  While 

Bay State will rely primarily on the arguments made in its Initial Brief on this topic, it 

supplements will refine points made previously.  See Bay State’s Initial Br. at 101-103.  First, the 

reasonableness of the allocated executive compensation has been confirmed by the allocation 

formulas approved by the SEC.  Second, these compensation levels are compared by NiSource to 

executive compensation levels in the marketplace on a continuing basis.  All NiSource 

employees, including its executives, are paid at the levels required to attract and retain competent 

and skilled talent.  Exh. BSG/SAB-1.  Third, the proposed arbitrary 50% reduction in allocated 

charges for executive compensation has no rationale or record support.  Finally, Bay State shares 

this highly talented pool of executives with all of its affiliates, thus lowering the overall cost for 

which its customers are responsible.  Tr. 2295, 3305-3306.  The record supports inclusion of the 

cost for NiSource executive-level compensation. 

V. DEPRECIATION 

Bay State Gas Company’s depreciation expert, Mr. Robinson, prepared a comprehensive 

depreciation study of all of the Company’s plant accounts, and the Department should adopt the 

results of that study in this proceeding.  Mr. Robinson inspected the Company’s plant assets and 

consulted with Company management and operating personnel as to the Company’s past 
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experience with its plant in service and future expectations for that plant in order to determine 

the appropriate remaining lives and net salvage values to recommend for the Company’s plant 

accounts.  The Attorney General’s witness, Mr. Pous, did not inspect any of the Company’s 

plant, although he was offered the opportunity to do so.  The Attorney General claims that the 

Company provided no information on the Company personnel that Robinson consulted with 

when preparing his study.  AG Reply Br. at 22, fn. 12.  However, Exhibit AG 5-4 provides 

copies of notes taken by Mr. Robinson during his meetings with Company personnel and 

inspection of the Company’s plant along with photographs taken by Mr. Robinson during his 

inspections.  The exhibit identifies the Company personnel Mr. Robinson met with as well as the 

times and locations of his inspections. 

A. Account 376 – Mains 

The Attorney General objects to the Company’s net salvage value of -15% for Account 

376 on the grounds that for a number of the years in the historical net salvage database, the net 

salvage amounts were less than -15%, although often greater than the -10% recommended by the 

Attorney General.  Exh. BSG/EMR-2, p. 7-19; AG Reply Br. at 22. 

The Attorney General’s analysis focuses entirely upon the Company’s historical net 

salvage data.  While it is true that in several years the net salvage is less negative than 15%, the 

Attorney General has given no weight to anticipated future levels of net salvage.  It is a basic 

tenet of the Average Remaining Life method of determining depreciation rates that estimated 

future net salvage must also be used and not historic net salvage alone.  Yet, the Attorney 

General only discusses historical net salvage values. 
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The Attorney General argues that the historical net salvage data from the early 2000s 

show decreasing net salvage values when compared to earlier years in the 1980s, and that, 

therefore, Mr. Robinson is incorrect to conclude that costs of removal will continue to increase in 

the future.  AG Reply Br. at 23. 

The Attorney General supposes that the historical data should show a continuing 

increasing negative level of salvage.  This conclusion is incorrect in that it assumes that each 

succeeding year’s retirements occur at a greater average plant age.  In fact, during the recent 

years when the net salvage was less negative, the average age of retirement was lower than 

during earlier years when the negative net salvage was higher.  Exh. BSG/EMR-2, Section 7 and  

p. 7-19.  The net salvage analysis in Mr. Robinson’s depreciation study clearly shows that the 

historical retirements have occurred at average ages far less than the average service life of the 

property group.  Therefore, many years must pass (during which time salvage costs will increase) 

before the age of retirements equals the average service life.  Furthermore, Mr. Robinson 

provided a rebuttal exhibit that showed there is a general correlation between the increasing age 

and increasing level of negative net salvage.  Exh. BSG/Rebuttal-4, Rebuttal Exhibit, EMR-R-1. 

Mr. Robinson’s rebuttal testimony indicated that specific vintage information was not 

available relative to the age of each of the experienced cost of removal accounts.  Exh.  

BSG/Rebuttal-4, pp. 7-8.  Therefore, his analysis was based on average year data and the 

Attorney General’s objection to this analysis is misplaced.  The cost of removal data utilized by 

Mr. Robinson demonstrates a relationship between the increasing retirement age and increasing 

levels of negative net salvage.  The Attorney General appears unwilling to acknowledge that, 
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over time, costs of removal will increase, primarily due to labor cost increases.  Mr. Robinson’s 

use of an escalation factor was simply one tool he employed to estimate those costs and the level 

of anticipated negative net salvage. 

The Attorney General criticizes the Company for not explaining its use of an R squared 

statistic in the linear regression Mr. Robinson prepared.  Exh. BSG/Rebuttal-4, Exhibit EMR-R1.  

The Attorney General also criticizes the results of that linear regression.  AG Reply Br. at 24.  

However, Mr. Robinson did not use the linear regression for any of his salvage analysis.  The 

regression was simply a response to the scatter diagram of ten years of data that the Attorney 

General’s witness presented in his testimony in support of his claim that there is no correlation 

between retirement age and net salvage. 

B. Account 380 – Services 

With respect to the Services account, the Attorney General continues to criticize the 

Company’s proposed net salvage value of -170%, claiming that the Company relies too heavily 

on historical data.  AG Reply Br. at 24-25.  Mr. Robinson’s recommendation of -170% does not 

rely solely on historical data.  Recent years’ experience for this account show net salvage 

percentages significantly higher than -170%.  For example, 1997 -292%, 1999 -214%, 2002 - 

183%, 2003 -226%.  Exh. BSG/EMR-2, p. 7-25.  As mentioned, the Average Remaining Life 

method for setting depreciation rates requires a consideration of future net salvage, and does not 

permit exclusive reliance on historical data.  For this account, Mr. Robinson used estimates of 

future negative net salvage, in addition to historical data, to recommend the -170% negative net 

salvage. 
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The Attorney General argues that there should not be such a large variance between the 

negative net salvage percentages for Account 376 - Mains and Account 380 - Services.  AG 

Reply Br. at 25.  The Company fully explained this result.  Bay State Initial Br. at 143.  The 

Attorney General’s witness claims that he did not observe a similar variance among unspecified 

“industry” data, but he neglected to identify the companies involved much less establish whether 

or not they are in any way similar to Bay State.  See Exh. AG-6, p. 18. 

C. Account 376.4 – Plastic Mains 

The Attorney General continues to object to the Company’s proposed average service life 

for this account.  AG Reply Br. at 25.  However, Mr. Robinson’s rebuttal testimony clearly 

spelled out the factors considered in the life analysis for this account and the manner in which he 

determined the recommended service life for this property group.  Exh. BSG/Rebuttal-4, pp. 14-

17. 

D. Account 376.2 – Coated /Wrapped Steel Mains 

The Attorney General ignores the fact that the oldest plant in service in this account is 

only 50 years old, and therefore average service life cannot presently be more than 50 years.  

Bay State Initial Br. at 147. 

The Attorney General objects to the Company’s introduction of what he calls “a limited 

industry comparison.”  AG Reply Br. at 26.  Mr. Robinson’s rebuttal exhibit contained 

comparable industry service life and net salvage information within the New England region and 

is a cross-section of all available historical information that could be obtained relevant to the 
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Company in this region.  Exh.  BSG/Rebuttal-4, Rebuttal Exhibit EMR-R3.  In contrast, 

Mr. Pous has presented no New England-specific industry data. 

Finally, the Attorney General’s witness appears to have proposed only adjustments that 

would extend service lives and lower negative net salvage values with the evident purpose of 

lowering the Company’s proposed depreciation expense.  With respect to net salvage values, he 

appears to have given no consideration to future net negative salvage values as is required by the 

Average Remaining Life depreciation method. 

VI. PERFORMANCE BASED REGULATION 

In this Section of its Reply Brief, Bay State responds to the Reply Comments of the 

Associated Industries of Massachusetts (“AIM”) and the Reply Briefs of DOER and the Attorney 

General on PBR issues. 

A. Associated Industries of Massachusetts 

The Reply Comments of AIM support PBR in principle, but claim that “the selective 

exclusion of certain costs in PBR, as proposed by Bay State, eliminates the incentives for cost 

containment and efficiencies that provide ratepayer benefit.”  AIM Reply at 1.  The comments 

also state that “while AIM supports the necessary replacement of steel infrastructure, we urge the 

Department to support the most cost-effective main replacement mechanism to mitigate expense 

to ratepayers.”  Id. 

The Company has explained that the SIR program is focused on public safety objectives 

that are entirely complementary to, but distinct from, the efficiency gains promoted by PBR.  It 

is appropriate for PBR plans to contain separate adjustment mechanisms for efficiency goals that 



Reply Brief of Bay State Gas Company 
D.T.E. 05-27 

September 30, 2005 
Page 38  

 

BOS1531914.1 

are not likely to be achieved by the main PBR mechanism.  Since the magnitude of the SIR 

program is unique, and will not be reflected in the industry historical experience used to 

determine the PBR price cap formula, a separate SIR adjustment is compatible with PBR.  Bay 

State Initial Br. at 187-8. 

Bay State has also addressed the issue of the most cost-effective main replacement 

mechanism to mitigate costs to ratepayers.  There are two options: implementing the SIR base 

rate adjustment mechanism, or filing frequent rate cases.  The SIR program will produce savings 

in construction and operation and maintenance costs, as well as regulatory costs, when compared 

to traditional rate cases, and therefore would be most cost-effective for ratepayers.  Bay State 

Initial Br. at 188. 

B. DOER 

DOER argues again that Bay State’s PBR proposal fails “to apply Department precedent 

to the facts of this case” and claims that its own proposal is a solution that does “not distort the 

benefits of a PBR”.  DOER Reply Br. at 1.  As in its Initial Brief, DOER’s rationale for its 

proposal rests on a fundamental misunderstanding of Department PBR precedent.  A comparison 

of the DOER’s position with the Department’s past PBR decisions illustrates this 

misunderstanding.  For example, DOER argues that “in order to apply the components of the 

Boston Gas PBR, Bay State’s facts must fit the facts of that case, i.e. total cost study with 

indication of a superior cost performance in all cost categories.  Bay State did not show that.  

Therefore, the components [of the X factor formula] cannot be identical.  The consumer dividend 

should be different and, indeed, the X factor as a whole.” Id. at 3. 
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However, as explained in Bay State’s Initial Brief, the Department did not find evidence 

“of a superior cost performance in all cost categories” in the PBR plan approved for Boston Gas.  

Bay State Initial Br. at 177; D.T.E. 03-40, at 485.9  Thus, such a finding is not prerequisite for 

approval of a PBR plan, and it is not true that the Company’s proposal failed to “fit the facts” of 

D.T.E. 03-40.  This error undermines the entire premise for DOER’s alternative PBR proposal.  

It also invalidates the basis for DOER’s claim that Bay State’s PBR proposal is not consistent 

with any PBR plan approved by the Department.10  This claim is incorrect, because Bay State’s 

PBR proposal is nearly identical to that approved in D.T.E. 03-40. 

The DOER displays other misunderstandings of the Department’s PBR precedents.  For 

example, it says that examining a utility’s own cost trends before and after a PBR plan takes 

effect is “not the proper comparison” for determining appropriate consumer dividends since 

“[T]he X factor is dependent on a comparison of the Company’s performance to the industry, not 

to itself.” DOER Reply Br. at 3. 

                                                 
9  The Department has never found evidence of “superior cost performance” in any of the 

comprehensive PBR plans it has approved.  If such a finding were necessary before a 
comprehensive PBR could be applied, the Department would not have approved any 
comprehensive PBR plans in Massachusetts.  Yet obviously it has done so.  Bay State Initial Br. at 
178. 

 
10  The DOER Reply Brief states “Bay State is correct in stating that ‘[T]he DOER proposals are not 

consistent with any PBR plan approved by the Department.’ But neither is theirs.” DOER Reply Br. 
at 3.  On a related issue, the DOER claims that Dr. Kaufmann admits that “the total cost study did 
not support the application of the Boston Gas PBR formula to all Bay State costs.” Id. at 2.  There is 
no record support for this statement, since Dr. Kaufmann never made such a statement.  In this 
instance, the DOER appears to be substituting its own misunderstanding of what is necessary to 
apply a PBR to all costs.   
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In fact, nothing in the X factor formula used by the Department in its approved PBR 

plans is dependent on a comparison between the utility subject to PBR and the industry.  The 

productivity and inflation differential components of the X factor formula rely entirely on 

industry and economy-wide productivity and input price trends, not information from the utility 

itself or a comparison between the utility and industry.  Bay State Initial Br. at 160-161.  While 

the consumer dividend is a “future productivity factor” that reflects the expectation of 

incremental productivity gains under the PBR (Bay State Initial Br. at 162), the value of this 

factor does not necessarily depend on a comparison between the utility and the industry.  The 

0.3% consumer dividend approved in D.T.E. 03-40 did not rely on any such evidence, but the 

Department did refer to Boston Gas’s O&M cost trends before and after its first PBR plan took 

effect as evidence supporting the value for the 0.3% consumer dividend.  D.T.E. 03-40 at 481.  

This is exactly the kind of “comparison of the Company’s performance to itself” that DOER 

claims “is not the proper comparison,” but which the Department has said is the “starting point” 

for determining an appropriate consumer dividend.  D.T.E. 03-40 at 480-481. 

In developing its PBR proposal Bay State undertook a similar comparison, which showed 

that Bay State had fewer opportunities to achieve further productivity gains in the future than 

Boston Gas did at the time D.T.E. 03-40 was issued.  Hence, Bay State’s consumer dividend 

should be no higher than that which was approved for Boston Gas Company.  Bay State Initial 

Br. at 165-66.11

 

(Footnote continued on next page) 

11  Dr. Pereira’s comparison of the capital quantity indexes of Bay State to those of other Northeast gas 
distributors relied on by DOER is meaningless, since the values of capital stocks can differ 
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DOER also shows a lack of understanding of Department PBR precedents on earnings 

sharing mechanisms (“ESMs”) and PBR plan terms.  In discussing the Berkshire Gas Company 

PBR, the DOER states that the lack of an ESM in that plan “shows the importance of the term of 

a PBR.  Berkshire only has a three year PBR.  The longer the PBR, the more opportunity there is 

for significant savings (citation omitted).  The shortness of the Berkshire PBR reduces the need 

for an ESM.”  DOER Reply Br. at 5 fn. 2.  In fact, the Berkshire PBR plan has a ten-year term.  

D.T.E. 01-56.  The lack of an ESM in the Berkshire plan therefore does not result from its 

shorter plan term.  This invalidates DOER’s claim that the 400 basis point deadband in Bay 

State’s ESM “is the richest among the jurisdictions surveyed by DOER.”  DOER Reply Br. at 5 

fn. 2. 

DOER claims that its ESM proposal will not “take away the incentive of the Company to 

make upfront investments that would reduce earnings in the near term but yield later benefits to 

customers, but not shareholders.  This point goes to the term of the ESM, not the design.”  Id. at 

5.  DOER’s logic is flawed.  In fact, the term is part of the design of the ESM, and both the term 

of the plan and the amount of cost savings a utility is allowed to retain enter into calculations of 

the net present value (“NPV”) of initiatives the Company may pursue to boost efficiency.  

Whenever the NPV of an initiative is less than its upfront costs, that initiative will not be 

pursued.  NPV can be reduced both by reducing plan terms and by increasing the amount of 
                                                 
(Footnote continued from previous page) 

dramatically across distributors because of differences in the spatial patterns of customers in service 
territories, the age of the capital stock, and similar factors beyond management control.  A rigorous 
comparison of capital input quantities across distributors would control for such factors through 
econometric methods, which Dr. Pereira has failed to do.  RR-DTE-162 (revised), footnote 1. 
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savings that must be shared with customers.  The sharing fractions proposed by DOER are not 

only high but punitive and will tend to make a greater number of efficiency-enhancing initiatives 

unprofitable. 

The DOER also misstates the rationale for Bay State’s proposed SIR mechanism.  It 

claims “Bay State is seeking treatment of these costs as exogenous to the PBR, yet because they 

do not fit the definition, they have proposed an alternative.”  DOER Reply Br. at 4.  In fact, the 

Company has never claimed that the costs to be recovered by the SIR adjustment are exogenous.  

The Company has always stated that the SIR costs are necessary for Bay State to fulfill its public 

service and safety obligations, but absent the SIR adjustment mechanism the costs resulting from 

the magnitude of the required investment program will not give the Company a reasonable 

opportunity to earn its allowed rate of return.  Exh. BSG/SHB-1, pp. 41-41; Exh. BSG/JAF-2, 

pp. 23-28, Sch. 2-9; Exh. BSG/PRM-1, pp. 10-13; Tr. at 2195, 3864 and 3895.  Moreover, the 

SIR is not designed to circumvent the Department’s ratemaking standards, since the program is 

compatible with both traditional cost of service regulation and incentives created by PBR.  Bay 

State Initial Br. at 175.  The SIR program will also create cost savings for customers, compared 

with the alternative of not having a SIR program.  Tr. at 756-57. 

C. Attorney General 

The Attorney General continues to claim that Dr. Kaufmann’s benchmarking studies are 

biased because of Bay State’s corporate relationship with NiSource.  He states “The Company’s 

failure to recognize the efficiencies and lower costs of being part of NiSource biases the results 

of Mr. Kaufmann’s productivity analysis and his claims that the Company is more efficient than 
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industry averages.”  AG Reply Br. at 10.  He, therefore, recommends that the Department reject 

this analysis. 

The Company in its Initial Brief demonstrated that this claim is fallacious.  

Benchmarking studies should only “control” for business condition variables that are largely 

beyond management control; the relationship between Bay State and NiSource is clearly not 

such a variable.  More generally, one of the factors motivating mergers is the desire to generate 

efficiencies for the merged utilities.  If the merger with NiSource has reduced the Company’s 

unit costs and enhanced its efficiency, the Company’s measured efficiency score must reflect the 

impact of this corporate relationship.  Measured efficiency for Bay State would necessarily be 

incorrect if the benchmarking model attempted to “control” for the affiliation of Bay State and 

NiSource, as the Attorney General recommends.  Bay State Initial Br. at 185. 

Further, the Attorney General misstates the Company’s position regarding the consumer 

dividend values approved for “first generation” price cap plans.  The Company never claimed 

that the PBR plan approved for Blackstone Gas is “the most relevant precedent” for assessing 

this issue.  AG Reply Br. at 11.  Its Initial Brief simply points out that the Blackstone precedent 

contradicts the Attorney General’s position that “first generation” price cap plans in 

Massachusetts always contain consumer dividends of between 0.5% and 1%.  Bay State Initial 

Br. at 186.  The Company’s Initial Brief also explained the basis for the proposed consumer 

dividend, and the proposed plan term, in detail.  Bay State’s consumer dividend proposal was 

determined using the framework and evidence employed by the Department for Boston Gas in 

D.T.E. 03-40 and the fact that Bay State operated under a 5-year rate freeze which is a more 
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stringent price cap than a PBR.  This evidence demonstrated that Bay State has no more, and 

perhaps fewer, opportunities to achieve additional productivity gains than Boston Gas did at the 

time D.T.E. 03-40 was approved, so the 0.3% consumer established in that proceeding should be 

an upper bound on a reasonable consumer dividend for Bay State in this proceeding.  Bay State 

Initial Br. at 186-87.  The five-year plan term was also designed to be consistent with index-

based PBR precedents approved for all four gas distributors in Massachusetts.  Bay State Initial 

Br. at 187. 

The Attorney General disputes that the Company has in fact made efficiency gains under 

its rate freeze, because, when it was subject to the rate freeze, its administrative and general 

(“A&G”) expenses grew more rapidly than GDP-PI inflation.  AG Reply Br. at 12.  The 

Attorney General’s attempt to characterize Bay State’s A&G cost growth as evidence that “there 

has been little if any productivity gains from the merger” is an inversion of the truth.  Neither the 

Attorney General nor any other party disputes the fact that Bay State’s O&M costs declined by 

2.2% per annum (in inflation-adjusted terms) in the first five years after the merger.  These cost 

reductions represent a real and undeniable source of efficiency gains.  As the Attorney General 

notes, the merger with NiSource has allowed Bay State to share accounting, finance, treasury, 

customer service, engineering, and human resource costs with its affiliates.  AG Reply Br. at 11.  

Such cost-sharing undoubtedly leads to cost efficiencies at Bay State, but any purchases of 

services from the corporate services company are booked to the Company’s A&G expenses.  The 

increase in A&G expenses is therefore a natural consequence of the post-merger service 

company arrangement that has led to greater efficiencies at Bay State.  Far from being a source 
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of cost inefficiency, the change in Bay State’s A&G costs reflects organizational changes the 

Company has made, which have indisputably led to efficiency gains. 

The Attorney General’s erroneous claim about Bay State’s efficiency demonstrates the 

dangers of selecting individual cost items to make benchmarking evaluations.  It is also an 

example of the problems that Dr. Kaufmann warned would result from DOER’s two X factor 

proposal, where “[T]here would be incentives for intervenors to identify relatively inefficient 

cost areas that require higher X factors, which may prompt vast new areas of discovery and 

dispute.”  RR-DTE-162 (revised).  The Department should therefore reject this approach towards 

evaluating efficiency, as well as the Attorney General’s unfounded conclusion that the Company 

did not achieve any efficiency gains during its rate freeze. 

Finally, the Attorney General repeats his claim that the SIR makes the price cap index 

(“PCI”) formula “useless for determining price cap increases.”  AG Reply Br. at 13.  He disputes 

the Company’s contention that the price cap formula remains valid because it has been carefully 

designed to eliminate double counting of steel replacement costs.  The Attorney General argues 

that “the base rate in the Company’s proposed price cap formula includes the test year and 

capital costs associated with the mains, services, meters etc. that the Company seeks special 

treatment for through the SIR mechanism.”  Id. at 14.  The Attorney General believes that “the 

Company’s proposed price cap formula only removes the incremental main, service, and meter 

investment made after the test year from the price cap increases, [so] the Company will recover 

twice for the replacement costs – once through the price cap increase and the second time 

through the SIR adjustment mechanism.” Id. 
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These claims show that the Attorney General does not understand how the proposed SIR 

mechanism operates.  First, it is not correct that all the capital costs associated with mains, 

meters and services reflected in the test year will be recovered through the SIR mechanism.  

Only the extraordinary portion of replacement of bare and unprotected steel facilities would be 

recovered through the SIR.  Second, it is not correct that the proposed price cap formula only 

removes incremental main, service and meter investment made after the test year from the PCI-

based price increases.  The PCI applies only to the portion of Bay State’s test year rates that 

excludes the accumulated costs of eligible steel replacement facilities.  Exh. BSG/LRK-1, p. 17.  

The SIR only recovers the costs of eligible facilities that the Company has replaced since the test 

year and which are excluded from the rates subject to the PCI adjustments.  Id.  The PCI and 

SIR, therefore, apply to completely different sets of costs.  Id.  Accordingly, contrary to the 

Attorney General’s claims, there is no double-counting of steel replacement costs, because there 

is no overlap between the costs that are subject to the steel replacement mechanism and the costs 

that are subject to the PBR mechanism. Tr. 684.  The Attorney General’s failure to understand 

this critical point undermines the entire premise for his position that the “SIR defeats the purpose 

of the PBR.” AG Reply Br. at 12. 

VII. CAPITAL STRUCTURE AND RATE OF RETURN 

A. Attorney General 

The Attorney General continues to argue that the Department should impose a 55%-65% 

debt ratio for the Company’s capital structure, which is far above Bay State’s actual long-term 

debt ratio of 46.05%.  The Attorney General also continues to argue that over $153 million of 
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short-term debt should be included in the Company’s capital structure for ratemaking purposes.  

AG Br. at 95; AG Reply Br. at 45-46.  This would produce a total capitalization of 597,784,283, 

far above Bay State’s rate base of $397,000,000.  Bay State Initial Br. at 192. 

In support of his proposal the Attorney General argues that Standard & Poor’s has rated 

distribution companies, with debt ratios that include short-term debt, within the range from A to 

BBB.  AG Reply Br. p. 44.  However, the Standard & Poor’s report relied on by the Attorney 

General is used for purposes of determining a debt rating for a particular company.  The 

Attorney General has provided no evidence that that report is of the type used by investors when 

analyzing the stocks in Mr. Moul’s comparison Gas Group.  The actual debt ratios of the Gas 

Group companies were in the range of 45% to 51.5%, from 2000-2004 and are forecast to be 

from 39.5% to 44.1%.  The average year-end 2004 debt ratio for the comparison group 

companies is 45.5%, very close to Bay State’s debt ratio of 46.05%.  Exh. BSG/Rebuttal-3A; 

RR-DTE-51 (Supplemental).  Therefore, the debt ratio recommended by the Attorney General is 

far above the norm in the industry, and, as Mr. Moul testified, would be “imprudent” if adopted 

for Bay State.  Bay State Initial Br. at 191. 

The Attorney General continues to argue that short-term debt should be included in the 

Company’s capital structure for ratemaking purposes, and further argues that “the Department 

must assume that monies from the different outstanding securities are used for all possible 

business purposes.”  AG Reply Br. at 45.  This is clearly not the case as the Company has many 

assets that are not in its rate base and that are not financed with permanent securities but instead 

are financed with short-term debt.  As the Company noted in its Initial Brief, the majority of the 
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Company’s short-term debt is to finance gas purchase costs, gas storage costs and other CGAC-

related costs.  For example, as shown in the 2004 Annual Return to the Department the following 

items were not in rate base but instead were financed by short-term debt:  $51,749,005 of 

deferred fuel (page 8), $39,865,870 of fuel inventory (pages 24-25), $5,142,980 of regulatory 

assets for production and storage (page 27), $11,432,682 of regulatory assets for environmental 

remediation costs (page 27), $9,350,942 of bad debt – gas portion (page 27), and $1,497,984 of 

debt redemption costs (page 27).  Exh. AG-1-2.  These items are not in rate base and they are not 

financed by the Company’s permanent capital. 

As indicated in its Initial Brief, the Company recovers short-term debt costs through its 

cost of gas adjustment clause.  It would amount to double counting if short-term debt costs were 

also collected through base rates, as the Attorney General suggests.  Bay State Initial Br. at 193. 

The Company’s total capitalization for ratemaking purposes is approximately 

$398,000,000, which matches almost exactly the Company’s rate base of $397,000,000.  Id. at 

192-3.  The Attorney General, however, has proposed a total capitalization at least $153,000,000 

larger than the Company’s rate base by adding that amount of short-term debt to capitalization.  

Although he cites the level of the Company’s interest expense during the last year as a percent of 

net income in support of his proposal to include short-term debt in the capital structure (AG 

Reply Br. at 46), the Company’s income statement interest expense is irrelevant for ratemaking 

purposes.  AG Reply Br. at 46. 

The Attorney General also ignores the Department’s net plant test, which is intended to 

ensure that there is sufficient plant to support a Company’s permanent capital.  Bay State Initial 



Reply Brief of Bay State Gas Company 
D.T.E. 05-27 

September 30, 2005 
Page 49  

 

BOS1531914.1 

Br. at 191.  The cases cited by the Attorney General in his Initial Brief do not support his 

proposal here to include short-term debt in Bay State’s capital structure.  AG Reply Br. at 46. 

For these reasons, and for the reasons set forth in the Company’s Initial Brief, the Attorney 

General’s proposals for the debt ratio and the inclusion of short-term debt in the capital structure 

of Bay State should be rejected. 

The Attorney General attempts to downplay the fact that his witness, Mr. Newhard, 

ignored the forecast earnings growth from Value Line in his two-step DCF model.  Bay State 

Initial Br. at 211.  However, while Mr. Newhard relied extensively on Value Line for his 

sustainable growth DCF analysis, he ignored it completely in his two-step DCF analysis.  This is 

a manifest, and unexplained, inconsistency in his approach. 

The Attorney General claims that the allowed returns authorized by other state 

commissions, which are significantly higher than what he recommends, are not probative here 

because Bay State will have a lower risk due to its PBR plan, the proposed pension/PBOP 

adjustment mechanism, and the SIR program.  However, Mr. Moul indicated that a PBR plan 

does not decrease, but rather increases a company’s risk due to unforeseen events that can occur 

during the term of the plan.  Exh. BSG/PRM-1, p. 6.  In addition, the comparison group 

companies have varying mechanisms to deal with pensions and PBOPs as well as infrastructure 

replacement mechanisms that, in some cases, are more comprehensive than the SIR proposed by 

Bay State.  Bay State Initial Br. at 212-13. 

The Attorney General is unable to make a convincing defense of Mr. Newhard’s 

sustainable growth DCF approach that used year-end rather than average year common equity 
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book values.  AG Reply Br. 48; Bay State Initial Br. at 210.  The Attorney General has not 

rehabilitated Mr. Newhard’s failure to employ the Value Line growth estimates in his two-step 

DCF analysis.  If Value Line was acceptable for the constant growth analysis it should also be 

acceptable for the two-step DCF analysis; if Value Line has any influence on the price as 

established by investors, it must be used in each method. 

Although the Attorney General continues to argue that the Company’s proposed rate 

recovery mechanisms will allow it to recover more than 83% of its costs dollar-for-dollar, the 

Company demonstrated that only 64%-65% of the Company’s costs would be subject to 

reconciling mechanisms if all of the Company’s requests were approved.  Bay State Initial Br. at 

212.  The SIR return on capital is only a small fraction of the overall return that the Company 

must realize on its rate base.  The Attorney General has provided no evidence that the 

Company’s rate base, and therefore return requirement, will decline in the future, as he suggests.  

AG Reply Br. at 50.  In fact, plant replacement costs are higher than original plant costs, and 

therefore the replacement of capital assets at current and future costs will entail an increasing 

rate base and increasing capital costs for which there is no automatic recovery. 

B. The Attorney General’s Arguments on Management Performance 

The Attorney General lists a number of items which he believes indicate “sub par 

performance” by Bay State management.  Therefore, he recommends an independent audit to 

investigate the performance of management.  He recommends also that the Department set a 

return on equity at the lowest end of the range of reasonableness.  He believes a management 

audit should review the reasons for the “deferral of bare steel main replacements” during the 
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recent rate freeze, and also include an accounting of the funds provided by the rate increase 

granted in D.T.E. 97-97  AG Reply Br. at 50. 

The testimony of Mr. Cote, and the independent report prepared by R.J. Rudden on the 

Company’s leak management activities, indicate that there has been no “deferral” of main 

replacements.  Furthermore, there would be no purpose served by an accounting of funds 

resulting from the Department’s rate increase granted to Bay State in D.T.E. 97-97, eight years 

ago.  The Department investigated the need for the increase prior to its order in that proceeding, 

and the Attorney General has offered no basis for “an accounting of the funds” resulting from 

that order. 

In his Reply Brief, the Attorney General lists a number of “management failures.”  AG 

Reply Br. at 50.  The Attorney General contends that the Company does not comply with the 

requirement of Procedure 7.8 in its Operations and Maintenance (“O&M”) manual for measuring 

corrosion pit depth on exposed pipe.  AG Reply Br. at 51.  Contrary to the Attorney General’s 

claim, Mr. Cote testified that Procedure 7.8 is followed by the Company’s pipe replacement 

crews who have many years of experience and are trained to determine when pit depth needs to 

be measured.  Tr. 3678-80. Although the Attorney General suggests that pit depth measurement 

information could be important with respect to the Company’s main replacements, Mr. Cote 

testified that pit depth measurements are taken when necessary and that any further investigation 

into the causes of corrosion on the Company’s bare steel and unprotected steel mains and 

services would have little additional value for the Company’s ongoing control of corrosion in its 

distribution system.  Exh. BSG/Rebuttal-2. 
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The Attorney General claims the Company does not follow its O&M manual or 

Department requirements with respect to backfill when repairing mains.  AG Reply Br. at 51-52.  

With respect to backfill, Mr. Cote testified that it is standard practice in the industry to backfill 

with the soil removed from the excavation, to the extent possible.  It is the practice to put as 

much original material as possible back in the excavated trench because of trench settlement.  If 

the backfill material is removed and not replaced, there is a risk of differential settlement, which 

is a particular problem in the winter because different fill materials freeze and thaw at different 

rates.  If there is more than one material type in a  trench, there is an increased possibility of 

differential settlement which could damage the pipes.  Tr. 2461-62.  With respect to municipal 

backfill requirements, Mr. Cote indicated that many town engineering departments recognize 

that when non-homogeneous soils are adjacent to each other there can be ground movement 

which can damage piping due to the effect of freezing and thawing on the soil.  With respect to 

the Department’s standards for utilities when restoring municipal streets after excavations, 

Mr. Cote indicated that the Company has not been notified by the Department of any failure to 

follow the Department’s standards for excavations.  Tr. 3717. 

These recommendations by the Attorney General appear to be based on his witness, 

Mr. Cavallo’s, visits to two of the Company’s leak repair sites on a single day earlier in the 

summer.  This is clearly an insufficient basis upon which to making sweeping generalizations 

about the Company’s O&M practices and clearly is not a basis upon which the Department could 

order a management audit of the Company. 
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The Attorney General contends that the Company does not maintain system maps 

indicating the types of coating on its pipes on the maps.  Mr. Cote testified that Company system 

maps identify the year of pipe installation as well as whether is pipe is coated or bare.  He also 

indicated that the Company maintains another system and tracking methodology that is designed 

to indicate if a segment has been cathodically protected, and this information is contained in the 

Company’s cathodic protection records.  Tr. 3952-56; RR-DTE-167.  There has been no failure 

to update its system maps as alleged by the Attorney General.  Rather, the Company keeps 

separate records for cathodic protection. 

The Attorney General contends that the Company’s responses to information requests 

generally involved undue delays, and the Company was not prepared to handle the volume of 

discovery filed in this proceeding.  AG Reply Br. at 54.  The Company received an 

unprecedented volume of information requests in this proceeding, which was within the control 

of the intervenors, not the Company.  Even so, the Company’s record on responding was quite 

good as a large majority of information requests were responded to by the beginning of hearings. 

This was so even though the procedural schedule called for hearings to start earlier in this 

proceeding than in other similar base rate cases.  It would also appear the Attorney General is 

making a general criticism of “ever more complex” rate cases that are being filed with the 

Department.  Bay State should not be penalized for the changes in the nature of rate cases being 

conducted before the Department. 

There is no basis for the Attorney General’s allegations on management performance, nor 

is there any basis for a management audit.  As a result, the recommendation of the Attorney 
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General that the return on equity be set at the lowest end of the range of reasonableness should 

be rejected. 

VIII. DUAL FUEL TARIFF (M.D.T.E. No. 67) AND GRANDFATHERED CUSTOMER 
CAPACITY CHARGES (Terms and Conditions of Service) 

A. Dual Fuel Tariff (M.D.T.E. No. 67) 

The primary point to be made here is that Bay State’s proposal has two facets:  a 

ratemaking or revenue facet and an operational integrity facet.  The latter is far more important 

than the former.  M.D.T.E. No. 67; Tr. at 1769.  Contrary to allegations of the intervenors, the 

proposed tariff does not benefit other customers unless dual fuel customers use the service that 

the Company is obligated to provide, that is, the distribution capacity that must be reserved to 

meet their potential peak day requirements.  If such customers do not use the capacity, other firm 

customers will pay for the unused capacity.  A polling of customers was unnecessary to 

determine the need for this tariff:  it is clear that Bay State’s proposed service terms have 

highlighted the risks and costs involved by serving these customers.  RR-DTE-77; Tr. at 1769, et 

seq.  So long as dual fuel customers are connected to Bay State’s operating system and can begin 

running their operations merely by turning on their gas-fired equipment, Bay State’s ability to 

ensure reliable service to its firm core customers is impaired.  If the potential remains for these 

customers to draw on Bay State’s system at their discretion, without Bay State having any notice, 

and the day a dual fuel customer decides to draw on Bay State’s service is a critical day from an 

operational standpoint, Bay State may then have insufficient supply to serve its firm load, and 

system failure can result. 
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The focus of the intervenors in this proceeding has been on the revenues that may be 

generated by M.D.T.E. No. 67.  AIM Comments at 2;MOC Br. at 6.  Bay State’s interest is in 

maintaining system integrity and reliability, ensuring these customers bear the true cost to serve 

them, and in being able to withstand the critical days that have been demonstrated in recent years 

to challenge Bay State’s system design standards, and to do so without suffering an operational 

shortfall or curtailment because of the actions of dual fuel customers.  For these reasons, and for 

all the reasons set forth in its Initial Brief, Bay State’s proposed Dual Fuel Tariff (M.D.T.E. No. 

67) should be allowed. 

B. Grandfathered Transportation Customer Capacity Charge 

AIM complains that Bay State’s proposed terms and conditions regarding Grandfathered 

Transportation customers (Exh. BSG/JAF-3, p. 414, Sec. 11.6.3), includes an additional burden 

by requiring such transportation customers to take a full year capacity charge in addition to 

overtake penalties.  AIM Comments at 2.  However, the overtake on a single day, especially on a 

peak day, demonstrates that Grandfathered Transportation Customers impose a risk to firm 

service.  That risk can only be addressed by the Company ensuring that it is managing the 

capacity that is required to ensure service when there is an under-delivery to such customers.  

Bay State’s proposal is therefore prudent, reasonable and consistent with its obligation to ensure 

reliable service to its firm customers. 

IX. COST OF GAS ADJUSTMENT – RECOVERY OF BAD DEBT 

The Attorney General, for the first time on Reply, challenges the method by which Bay 

State currently recovers bad debt through its cost of gas adjustment.  AG Reply Br. at 40 (calling 
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it a “dollar for dollar recovery”).  The Attorney General asserts that Bay State merely claims that 

there is price volatility, when in fact that volatility has existed for a decade.  AG Reply Br. at 40 

(citing an extra-record website for support).  Moreover, the Attorney General claims that Bay 

State is making a proposal that is a “change in Department policy.”  AG Reply Br. at 40.  None 

of these statements is correct. 

First, the Attorney General has not challenged this method of bad debt calculation in any 

of Bay State’s cost of gas adjustment filing since 1997.  It has not, until now, challenged this 

mechanism in this proceeding.  The calculation does not assure a real-time dollar-for-dollar 

recovery:  the normal incentives to ensure that bad debt is collected to the extent possible are all 

intact. 

Second,  the unprecedented current volatility in pricing the gas commodity is a valid 

basis for the Department to re-examine its bad debt policy as it applies to gas cost. Contrary to 

the Attorney General’s assertions, Bay State was not referring to the novelty resulting from 

market fluctuations, but rather the relative shock of the impact of the volatility.  Based on the 

record evidence in this case, a 32% change in gas cost in the test year represents $745,560 in bad 

debt to Bay State, but the same percentage change in 1992, when Bay State’s rates were last 

established, would have represented $136,344.  This is based on residential sales volumes as 

included in Bay State’s 2004 test year.  Exh. BSG/JAF-1.  The actual impact would be higher if 

the calculation were to include all sales (including industrial and commercial) throughput.  It is 

important to note that a 32% change as recently as 1999, as compared to residential sales, 

represented only $145,267.  Exh. BSG/JAF-1. (volumes and revenues forecast). 
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Third, Bay State’s filing is not a “change to Department policy.” In the mid-1990’s, Bay 

State along with the other local distribution companies unbundled bad debt expense in order to 

recover bad debt associated with gas costs based on, and reconciled to, actual bad debt expense.  

Gas prices and the  gas supply business due to unbundling could have declined, lowering the 

recovery of bad debt from the test year level.  However, in the current environment and given 

wildly volatile gas costs, it is appropriate to permit Bay State to continue recovering a reasonably 

accurate level of bad debt associated with its gas cost.  Given the extreme swings in pricing, a 

deviation from actual cost is much more onerous for LDCs to shoulder, leading both to an 

impairment of earnings and a blurring of what constitutes a fair price of gas for ratepayers.  It is 

reasonable to note that prices may decline at some point as well:  if this happens during Bay 

State’s PBR, the current prices and associated costs and bad debt expense would go down as 

well, but this would not be reflected in Bay State’s rates without the mechanism it now employs.  

Bay State’s approach does not gamble on pricing fluctuations, be those up or down. 

The Attorney General’s newly espoused affinity with the calculation imposed on 

Fitchburg Gas & Electric in D.T.E. 02-24/25 (2002) and on KeySpan d/b/a Boston Gas in D.T.E. 

03-40 (2003), in spite of their requests that the Department confirm for them mechanisms similar 

to Bay State’s, does not explain how he might react if those companies approached the 

Department with base rate proceedings as a result of the constant, unrelenting earnings erosion 

resulting from the new method seen now to be Department policy.  Bad debt is a direct function 

of the commodity cost of gas which is known to be an element of customer bills that is outside 

the control of the LDC.  The Department must preserve each utility’s right to recover reasonable 
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costs of serving customers, and especially those costs over which they have no control, such as 

gas cost bad debt, while ensuring the calculation incents continued collection activity.  The 

record amply demonstrates that Bay State actively pursues its bad debt of all kinds and does so 

with success; and where those are gas cost related or recovered in a test year or applied to test 

year bad debt, such collections inure to the benefit of ratepayers.  No other mechanism should be 

imposed on Bay State, and the Department should accept the calculations as used by Bay State 

without challenge since the mid-1990’s. 

X. CONCLUSION 

For the reasons set forth in its Reply Brief and its Initial Brief, Bay State requests that the 

Department grant the Company’s request for rate relief and allow the other rate modifications it 

has proposed. 

Respectfully submitted, 
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BAY STATE GAS COMPANY 
D.T.E. 05-27 

 
FINAL REVENUE REQUIREMENT SCHEDULES OF 

BAY STATE GAS COMPANY 
As of September 30, 2005 

 
Accompanying Bay State Gas Company’s (“Bay State’s”) initial filing in this 
proceeding on April 27, 2005 (“Initial Filing”), Bay State revenue requirements 
consultant John E. Skirtich provided certain schedules supporting his revenue 
requirement recommendation that were included in Exh. BSG/JES-1.  Those 
schedules forming the basis for Bay State’s requested revenue requirement were 
identified as Exh. BSG/JES-1, Schedules JES-1 through JES-16, in Vol. II of the 
Initial Filing.  Mr. Skiritch also provided workpapers supporting his schedules.  
Exh. BSG/JES (Workpapers). 
 
The attached schedules and workpapers, identified for convenience as Exh. 
BSG/JES-1, Schedules JES-1 (Revision 1) through JES-16 (Revision 1) and Exh. 
BSG/JES (Workpapers) (Revision 1) reflect all corrections, updates and other 
changes made by Bay State to its revenue requirement calculation during the 
course of the proceeding and through to the filing of Bay State’s Reply Brief.  
 
As a result of the cumulative impact of these revisions, Bay State’s demonstrated 
revenue deficiency has been reduced from $22,238,326 to $21,673,150.  Exh. 
BSG/JES-1 at Sch. JES-2 (Revision 1).   
 
Schedule JES-1(a) (Revision 1) has been added to Schedule JES-1 for 
presentation and clarity, but provides no new information that is not otherwise 
contained in the record.  Accordingly, Sch. JES-1(a) (Revision 1) lists each of the 
changes, modifications or corrections identified during the proceeding.  Record 
evidence supporting each change, modification or correction is referenced in 
Column 4 of Sch. JES-1(a) (Revision 1).  Column 5 cross-references the location 
in Mr. Skirtich’s revenue requirement schedules or workpapers where the change, 
modification or correction is incorporated.  For ease of identification, the page 
and line of the respective Revision 1 Schedule or Workpaper1 where a change, 
modification or correction has occurred is highlighted.  Finally, Sch. JES-16, 
Pages 1 through 9 (Revision 1), the Department’s prescribed schedules, show the 
originally filed amounts, the adjusted level and the final revised revenue 
requirement (see Columns 1, 2 & 3, respectively).  Accordingly, at the close of 
the record in this proceeding, Bay State has demonstrated a need for $21,673,150 
in additional revenue to meet its revenue requirement and to serve its customers. 

                                                 
1  The supporting workpapers affected by the changes are Workpaper: Table of Contents (Revision 
1), Workpaper JES-6, Pages 1 through 31 (Revision 1); Workpapers JES-7, Pages 1 and 2  (Revision 1); 
Workpapers JES-8 (Revision1); Workpapers JES-9 (Revision 1); Workpapers JES-10 (Revision 1); 
Workpaper JES-11 (Revision 1); and Workpapers JES-13 Pages 1 and 2 (Revision 1). 



































































































































































































 
 

COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

FIFTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: September 30, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

 
 

SUPPLEMENTAL CONFIDENTIAL RESPONSE 
 
 
DTE-15-58 Please provide updated invoices and rate case expense updates, labeled 
SUPP 6 by the categories provided in Exh. BSG/JES-1, Sch. JES-6, at 8, on the 

basis of every two weeks for the duration of this proceeding.  This is an 
ongoing information request. 

 
Response:  Please see Attachment DTE-15-58 (a), Supplemental Response 6, for 

an updated version of Exh. BSG/JES-1, Sch. JES-6, at 8.  This version 
reflects all of Bay State’s actual rate case expenses paid to date, by 
vendor category.  Attachment DTE-15-58 (a) has been supplemented to 
include a summary of expenses by sub-category to show vendor charges 
within each respective category (see Attachment DTE-15-58(a) page 2 of 
7).  In addition, Attachment DTE-15-58 (a) pages 3 through 7 include a 
summary of all invoices the Company is seeking to recover by vendor.  
The Company notes that its estimate of remaining rate case expenses 
that Bay State expects to incur through December 2005, which were 
provided in Supplemental Response 5, have been adjusted downward to 
reflect recent payments.  These estimated expenses are associated with 
activities normally incurred to prepare and file both the Company’s Reply 
Brief and Compliance Filing (Line 12). 

 
The following is a list of the remaining attachments that include copies of 
all new invoices for each of the respective rate case vendors that have 
been processed from September 15, 2005 to date.  Line Numbers on 
Exh. BSG/JES-1, Sch. JES-6, at 8 are cross referenced to corresponding 
vendor names. 
 
Attachment DTE-15-58 (b) SUPP 6 CONFIDENTIAL– Nixon Peabody 

LLP (Outside Legal Services – Line No. 1 of 
Exh. BSG/JES-1, Sch. JES-6, at 8). 

 
Attachment DTE-15-58 (h) SUPP 6 – Hewitt (Labor & Benefits – Line No. 

7 of Exh. BSG/JES-1, Sch. JES-6, at 8). 
 
Attachment DTE-15-58 (j) SUPP 6 – Suburban Staffing, Adecco, Stone 

Legal, Dan Yardley and Nixon Peabody1 
                                                 
1 Bay State does not waive its attorney-client privileges associated with its Nixon Peabody Rate 
Case Legal bills (included in Attachment DTE-15-58 (b)) by providing the Nixon Peabody Rate 
Case Regulatory Support invoices in unredacted format (included in Attachment DTE-15-58 (j)). 



Bay State Gas Company’s  
Supplemental Response 6 

To DTE-15-58 
D.T.E. 05-27 
Page 2 of 2 

 
(Line No. 9 – Other Professional Services of 
Exh. BSG/JES-1, Sch. JES-6, at 8). 

 
Attachment DTE-15-58 (k) SUPP 6– Curry Printing, Farmer Arsenault 

Brock, FitzGerald & Robbins, Konica, A & P 
Courier (Line No. 10 – Miscellaneous 
Services of Exh. BSG/JES-1, Sch. JES-6, at 
8) 

 
For the reasons set forth in the Motion for Protective Treatment originally 
filed June 28, 2005, included here for your convenience, Attachment 
DTE-15-58 (b) SUPP 6 CONFIDENTIAL is claimed confidential and filed 
in a single copy with the Hearing Officer.  Any other party seeking access 
may do so pursuant to a mutually agreed upon confidentiality agreement.   
 

SUPPLEMENTAL CONFIDENTIAL RESPONSE 
 
 
 
 
 
 
 
 
 
 
  











Witness:Skirtich
D.T.E. 05-27

Exh. BSG/JES-1
Schedule JES-6

Page 8 of 20
Attachment DTE-15-58 (a)
Supplemental Response 6
As Of September 30, 2005

                             Bay State Gas Company Page 1 of 7

Line
No. Description Amount Reference

(1) (2)
$

1 Outside Legal $644,253.66 Sch. JES-6, P. 8, Line 1

2 Depreciation Study $67,743.25 Sch. JES-6, P. 8, Line 2

3 Cost of Capital Support $52,766.00 Sch. JES-6, P. 8, Line 3

4 Performance Based Ratemaking Plan $266,686.24 Sch. JES-6, P. 8, Line 4

5 Cost of Service Study and Marginal Cost Study $189,599.65 Sch. JES-6, P. 8, Line 5

6 Steel Infrastructure Replacement Program $318,413.81 Sch. JES-6, P. 8, Line 6

7 Labor and Benefit Analyses $69,381.00 Sch. JES-6, P. 8, Line 7

8 Historic Capital Expenditures $44,228.42 Sch. JES-6, P. 8, Line 8

9 Other Professional Services $494,879.23 Sch. JES-6, P. 8, Line 9

10 Miscellaneous Services (Copying, Supplies, Temporary Help, etc.) $238,239.25 Sch. JES-6, P. 8, Line 10

11 Adjustments/Corrections  3/ ($3,507.23)

11a Total Current Rate Case Expenses (Lines 1 - 10)  1/ $2,382,683.28

12 Remaining Estimate of Rate Case Expenses  2/ $67,540.14

13 Estimated Total Rate Case Expense (Line 11 + Line 12) $2,450,223.42

14 PBR Period 5 Yrs.

15 Annual Amortization (Line11 / Line12) $490,045.00

NOTES: 1/  Based on compilation of all rate case expense invoices processed through September 30, 2005.
2/  Reflects the current estimate of remaining rate case expenses for all vendors as of September 30, 2005.
3/  Reflects a reduction of $430.23 associated with Bank of America Leasing late charges and 
     $3077 in charges associated with the allocation of Coler and Colantonio expenses to Northern Utilities, per RR-DTE-144.

 Adjustment To Operating Expenses - Rate Case Expenses
Test Year Ended December 31, 2004

.
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Invoice No. Vendor Name Date Amount Total by Vendor
15000     ABC Courier Service 8888 7/6/2005 $189.80
14904     ABC Courier Service 8888 7/6/2005 $265.20
14821     ABC Courier Service 8888 7/6/2005 $174.80
14860     ABC Courier Service 8888 7/6/2005 $174.80
14749 ABC Courier Service 8888 7/6/2005 $60.65
15054     ABC Courier Service 8888 7/22/2005 $611.80
14952     ABC Courier Service 8888 7/22/2005 $87.40
15130     ABC Courier Service 8888 7/22/2005 $767.45
15161     ABC Courier Service 8888 7/28/2005 $554.00
15082 ABC Courier Service 8888 8/5/2005 $277.25
15214     ABC Courier Service 8888 8/20/2005 $410.50
15246     ABC Courier Service 8888 8/20/2005 $294.25
15268     ABC Courier Service 8888 8/20/2005 $118.30
15343 ABC Courier Service 8888 8/31/2005 $306.90
15373 ABC Courier Service 8888 9/1/2005 $275.65
15494 ABC Courier Service 8888 9/22/2005 $95.35
15078 ABC Courier Service 8888 9/7/2005 $277.25 $4,941.35
31669960  Adecco USA 18662 8/4/2004 $392.28
31813892  Adecco USA 18662 8/4/2004 $457.66
31944544  Adecco USA 18662 8/4/2004 $373.60
31813992  Adecco USA 18662 8/4/2004 $429.64
32218250  Adecco USA 18662 8/4/2004 $518.37
32383709  Adecco USA 18662 8/4/2004 $401.62
31670068  Adecco USA 18662 8/4/2004 $410.96
32103124  Adecco USA 18662 8/4/2004 $429.64
31944572  Adecco USA 18662 8/4/2004 $448.32
32218283  Adecco USA 18662 8/4/2004 $336.24
32103164  Adecco USA 18662 8/4/2004 $336.24
32384052  Adecco USA 18662 8/4/2004 $448.32
32530811  Adecco USA 18662 8/17/2004 $607.10
32530904  Adecco USA 18662 8/17/2004 $448.32
32602631  Adecco USA 18662 8/18/2004 $289.54
32602788  Adecco USA 18662 8/18/2004 $467.00
32759184  Adecco USA 18662 9/2/2004 $364.26
32911401  Adecco USA 18662 9/23/2004 $280.20
32985653  Adecco USA 18662 9/23/2004 $130.76
32911483  Adecco USA 18662 9/23/2004 $448.32
32985836  Adecco USA 18662 9/23/2004 $467.00
34066024  Adecco USA 18662 11/4/2004 $65.38
34229422  Adecco USA 18662 11/11/2004 $93.40
34542899  Adecco USA 18662 12/20/2004 $74.72
61447402 Adecco USA 18662 4/11/2005 $239.25
61464585 Adecco USA 18662 4/18/2005 $189.75
61501942 Adecco USA 18662 5/2/2005 $750.75
61536504 Adecco USA 18662 5/16/2005 $330.00
61553743 Adecco USA 18662 5/23/2005 $173.25
61590604 Adecco USA 18662 6/6/2005 $272.25
61608151 Adecco USA 18662 6/13/2005 $330.00
61625604 Adecco USA 18662 6/20/2005 $148.50
61643145 Adecco USA 18662 6/27/2005 $189.75
61662686 Adecco USA 18662 7/4/2005 $503.25
61697566 Adecco USA 18662 7/18/2005 $412.50
61735217 Adecco USA 18662 8/1/2005 $82.50
61643145 Adecco USA 18662 6/19/2005 $806.40
61715085 Adecco USA 18662 7/24/2005 $737.28
61735217 Adecco USA 18662 7/31/2005 $737.28
61643145 Adecco USA 18662 6/26/2005 $576.00
61662686 Adecco USA 18662 7/3/2005 $1,105.92
61680159 Adecco USA 18662 7/10/2005 $57.60 $16,361.12
092061    AUS Consulting 11085 9/30/2004 $5,650.51
91842     AUS Consulting 11085 9/30/2004 $2,435.00
092347    AUS Consulting 11085 10/4/2004 $8,771.61
92635     AUS Consulting 11085 11/1/2004 $7,200.00
92915     AUS Consulting 11085 12/6/2004 $5,248.89
093121    AUS Consulting 11085 2/2/2005 $2,865.25
93432     AUS Consulting 11085 3/15/2005 $2,097.30
093432    AUS Consulting 11085 4/11/2005 $760.00
94185     AUS Consulting 11085 5/24/2005 $2,640.09
93982 AUS Consulting 11085 5/24/2005 $6,799.62
94522     AUS Consulting 11085 7/6/2005 $5,546.45
94791     AUS Consulting 11085 7/22/2005 $7,220.00
95059 AUS Consulting 11085 8/31/2005 $10,508.53

$67,743.25
8376088   Bank of America Leasing 8534 5/16/2005 $1,599.55
8429146   Bank of America Leasing 8534 7/6/2005 $1,822.98
8466655   Bank of America Leasing 8534 7/7/2005 $1,531.30
8511703   Bank of America Leasing 8534 8/20/2005 $1,669.85
8602189 Bank of America Leasing 8534 9/26/2005 $1,531.30
8564264 Bank of America Leasing 8534 8/31/2005 $1,531.30 $9,686.28
2 Baryenbruch & Company 21048 3/15/2005 $12,075.00
1 Baryenbruch & Company 21048 3/15/2005 $3,985.00
3         Baryenbruch & Company 21048 4/11/2005 $10,710.00
4         Baryenbruch & Company 21048 5/24/2005 $534.60 $27,304.60
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1         Black & Veatch Corporation 20629 9/30/2004 $4,809.00
BSG09041  Black & Veatch Corporation 20629 9/30/2004 $46,961.37
BSG10041  Black & Veatch Corporation 20629 10/13/2004 $36,022.93
BSG11041  Black & Veatch Corporation 20629 11/19/2004 $40,867.06
BSG12041  Black & Veatch Corporation 20629 12/22/2004 $44,989.74
BSG01051  Black & Veatch Corporation 20629 2/15/2005 $69,330.63
BSG02051A Black & Veatch Corporation 20629 3/15/2005 $9,623.07
BSG02051B Black & Veatch Corporation 20629 3/15/2005 $6,216.00
BSG03051A Black & Veatch Corporation 20629 4/11/2005 $16,639.61
BSG04051A1 Black & Veatch Corporation 20629 5/24/2005 $7,970.60
BSG05051  Black & Veatch Corporation 20629 6/23/2005 $2,689.14
BSG06051  Black & Veatch Corporation 20629 6/23/2005 $420.00
BSG07051  Black & Veatch Corporation 20629 7/22/2005 $9,492.00
BSG08051 Black & Veatch Corporation 20629 8/30/2005 $22,382.66 $318,413.81
1004      Blue Cod Technologies 20700 9/7/2004 $1,485.00
1005      Blue Cod Technologies 20700 10/14/2004 $577.50
959       Blue Cod Technologies 20700 10/14/2004 $1,485.00
1011 Blue Cod Technologies 20700 10/14/2004 $660.00
1036      Blue Cod Technologies 20700 11/22/2004 $1,155.00
1155      Blue Cod Technologies 20700 2/15/2005 $4,455.00
1197      Blue Cod Technologies 20700 3/15/2005 $1,155.00 $10,972.50
9928478   Coler & Colantonio, Inc. 8216 11/22/2004 $13,163.12
9928221   Coler & Colantonio, Inc. 8216 12/16/2004 $3,594.24
9929625   Coler & Colantonio, Inc. 8216 1/4/2005 $385.00
9929201 Coler & Colantonio, Inc. 8216 1/4/2005 $1,207.69
9929912   Coler & Colantonio, Inc. 8216 2/2/2005 $414.18 $18,764.23
42105     Commonwealth of Mass 16090 4/15/2005 $3,600.00 $3,600.00
56601     Corporate Renaissance 20621 9/7/2004 $2,330.25
56605     Corporate Renaissance 20621 9/27/2004 $3,590.50
56603     Corporate Renaissance 20621 11/19/2004 $4,816.25
56604     Corporate Renaissance 20621 12/14/2004 $2,030.75
56602     Corporate Renaissance 20621 1/4/2005 $3,090.75
56606     Corporate Renaissance 20621 2/15/2005 $4,645.80 $20,504.30
119066    Curry Printing 9998 6/23/2005 $1,049.33
119203    Curry Printing 9998 6/23/2005 $1,082.09
119745    Curry Printing 9998 6/28/2005 $780.35
119286    Curry Printing 9998 7/6/2005 $337.44
119305    Curry Printing 9998 7/6/2005 $532.53
119813    Curry Printing 9998 7/6/2005 $439.71
119950    Curry Printing 9998 7/6/2005 $458.87
119962    Curry Printing 9998 7/6/2005 $7,686.96
119877    Curry Printing 9998 7/6/2005 $1,641.34
117175    Curry Printing 9998 7/22/2005 $524.30
120084    Curry Printing 9998 7/22/2005 $612.91
120101    Curry Printing 9998 7/22/2005 $1,289.74
120103    Curry Printing 9998 7/22/2005 $153.86
120120    Curry Printing 9998 7/22/2005 $623.58
120121    Curry Printing 9998 7/22/2005 $447.85
120522    Curry Printing 9998 7/22/2005 $1,172.03
120631    Curry Printing 9998 8/4/2005 $1,215.88
121082    Curry Printing 9998 8/20/2005 $964.31
121863 Curry Printing 9998 8/31/2005 $1,117.40
121981 Curry Printing 9998 8/31/2005 $253.49
122035 Curry Printing 9998 8/31/2005 $2,403.59 $24,787.56
139505    Dan Yardley 9996 7/22/2005 $28,900.00
139705    Dan Yardley 9996 8/20/2005 $6,100.00
139905 Dan Yardley 9996 9/15/2005 $2,100.00 $37,100.00
15306     Farmer Arsenault Brock LLC 9997 6/23/2005 $242.30
15308     Farmer Arsenault Brock LLC 9997 6/23/2005 $362.95
15311     Farmer Arsenault Brock LLC 9997 6/23/2005 $159.00
15314     Farmer Arsenault Brock LLC 9997 6/23/2005 $780.90
15638     Farmer Arsenault Brock LLC 9997 7/22/2005 $1,680.55
15631     Farmer Arsenault Brock LLC 9997 7/22/2005 $2,554.80
15625     Farmer Arsenault Brock LLC 9997 7/22/2005 $1,841.95
15620     Farmer Arsenault Brock LLC 9997 7/22/2005 $1,936.10
15613     Farmer Arsenault Brock LLC 9997 7/22/2005 $2,245.45
15606     Farmer Arsenault Brock LLC 9997 7/22/2005 $3,294.55
15599     Farmer Arsenault Brock LLC 9997 7/22/2005 $3,684.60
15705     Farmer Arsenault Brock LLC 9997 8/1/2005 $2,460.65
15715     Farmer Arsenault Brock LLC 9997 8/1/2005 $2,648.95
15720     Farmer Arsenault Brock LLC 9997 8/1/2005 $2,460.65
15764     Farmer Arsenault Brock LLC 9997 8/20/2005 $1,478.80
15867     Farmer Arsenault Brock LLC 9997 8/20/2005 $2,823.80
15769     Farmer Arsenault Brock LLC 9997 8/20/2005 $3,133.15
15776     Farmer Arsenault Brock LLC 9997 8/20/2005 $1,815.05
15781     Farmer Arsenault Brock LLC 9997 8/20/2005 $2,124.40
15792     Farmer Arsenault Brock LLC 9997 8/20/2005 $1,438.45
15786     Farmer Arsenault Brock LLC 9997 8/20/2005 $2,729.65
15877     Farmer Arsenault Brock LLC 9997 8/20/2005 $685.25
15894     Farmer Arsenault Brock LLC 9997 8/20/2005 $2,366.50
15899     Farmer Arsenault Brock LLC 9997 8/20/2005 $3,052.45
15908     Farmer Arsenault Brock LLC 9997 8/20/2005 $3,133.15
15913     Farmer Arsenault Brock LLC 9997 8/20/2005 $3,375.25
15919     Farmer Arsenault Brock LLC 9997 8/20/2005 $1,747.80
15924     Farmer Arsenault Brock LLC 9997 8/20/2005 $1,290.50
15929 Farmer Arsenault Brock LLC 9997 8/31/2005 $456.60 $58,004.20
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Federal Express 9999 2/21/2005 $64.72
Federal Express 9999 5/31/2005 $337.61
Federal Express 9999 6/30/2005 $1,032.04
Federal Express 9999 7/30/2005 $4,000.28
Federal Express 9999 8/4/2005 $186.18
Federal Express 9999 8/15/2005 $876.06
Federal Express 9999 8/22/2005 $493.31
Federal Express 9999 8/29/2005 $759.25
Federal Express 9999 9/5/2005 $629.15
Federal Express 9999 9/19/2005 $15.14
Federal Express 9999 9/12/2005 $34.83 $8,428.57

BSGDTE055 FitzgGerald & Robbins 9994 6/23/2005 $42,481.08 $42,481.08
0719431R01 Hewitt Associates LLC 16782 9/16/2004 $1,521.00
0722356R01 Hewitt Associates LLC 16782 9/21/2004 $6,379.00
728932    Hewitt Associates LLC 16782 10/14/2004 $6,027.00
729034    Hewitt Associates LLC 16782 10/14/2004 $12,404.00
734988    Hewitt Associates LLC 16782 11/18/2004 $2,331.00
737457    Hewitt Associates LLC 16782 11/30/2004 $3,882.00
749721    Hewitt Associates LLC 16782 3/15/2005 $1,851.00
749807    Hewitt Associates LLC 16782 3/15/2005 $5,065.00
738329R01 Hewitt Associates LLC 16782 3/15/2005 $10,292.00
753880    Hewitt Associates LLC 16782 4/11/2005 $1,449.00
763412    Hewitt Associates LLC 16782 6/23/2005 $7,271.00
765825    Hewitt Associates LLC 16782 7/6/2005 $2,231.00
770178    Hewitt Associates LLC 16782 7/19/2005 $4,062.00
779550 Hewitt Associates LLC 16782 9/15/2005 $919.00
778356 Hewitt Associates LLC 16782 8/31/2005 $3,697.00 $69,381.00
BOS05070052 IKON 1111 6/17/2005 $2,184.21
BOS05060100 IKON 1111 6/24/2005 $4,072.95
BOS05060649 IKON 1111 6/27/2005 $10,269.79
BOS05060638 IKON 1111 6/29/2005 $4,181.79
BOS05070049 IKON 1111 6/30/2005 $4,063.66
BOS05070008 IKON 1111 7/1/2005 $455.18
BOS05070018 IKON 1111 7/1/2005 $542.90
BOS05070035 IKON 1111 7/1/2005 $2,011.43
BOS05070038 IKON 1111 7/1/2005 $222.08
BOS05070025 IKON 1111 7/2/2005 $413.44
BOS05070026 IKON 1111 7/2/2005 $105.53
BOS05070027 IKON 1111 7/2/2005 $1,016.35
BOS05070037 IKON 1111 7/2/2005 $1,602.51
BOS05070040 IKON 1111 7/3/2005 $4,846.28
BOS05070044 IKON 1111 7/3/2005 $61.55
BOS05070045 IKON 1111 7/3/2005 $262.71
BOS05070046 IKON 1111 7/3/2005 $173.88
BOS05070056 IKON 1111 7/4/2005 $668.12
BOS05070116 IKON 1111 7/5/2005 $13,488.93
BOS05070029 IKON 1111 7/6/2005 $189.00
BOS05070091 IKON 1111 7/7/2005 $978.08
BOS05070107 IKON 1111 7/7/2005 $4,300.85
BOS05070130 IKON 1111 7/8/2005 $3,316.16
BOS05070444 IKON 1111 7/22/2005 $88.52
BOS05070601 IKON 1111 7/29/2005 $4,630.24
BOS05090045 IKON 1111 9/15/2005 $1,286.46
BOS05080478 IKON 1111 8/22/2005 $5,853.96
BOS05070478 IKON 1111 8/19/2005 $5,853.96 $77,140.52
95757155  Konica-Minolta (Copier Supplies) 20489 7/5/2005 $560.00
95757167  Konica-Minolta (Copier Supplies) 20489 7/6/2005 $560.00
95782085  Konica-Minolta (Copier Supplies) 20489 7/6/2005 $560.00
95833273  Konica-Minolta (Copier Supplies) 20489 7/6/2005 $560.00
95876182  Konica-Minolta (Copier Supplies) 20489 7/22/2005 $560.00
95920493  Konica-Minolta (Copier Supplies) 20489 8/20/2005 $560.00 $3,360.00
8688979 Regulatory Support 3333 6/30/2005 $27,335.00
8688982 Regulatory Support 3333 7/31/2005 $115,322.00
8688974 Regulatory Support 3333 8/31/2005 $124,176.50
8692491 Regulatory Support 3333 9/26/2005 $27,566.44
8686517 Regulatory Support 3333 9/6/2005 $15,067.90 $309,467.84
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20040918  Management Application Consulting, Inc. 1552 9/30/2004 $1,039.50
20040913  Management Application Consulting, Inc. 1552 9/30/2004 $3,324.21
20040811  Management Application Consulting, Inc. 1552 9/30/2004 $416.14
20041010  Management Application Consulting, Inc. 1552 10/1/2004 $3,385.64
20041011  Management Application Consulting, Inc. 1552 10/1/2004 $3,192.00
20041017  Management Application Consulting, Inc. 1552 10/14/2004 $1,039.50
20041109  Management Application Consulting, Inc. 1552 11/5/2004 $9,303.00
20041200  Management Application Consulting, Inc. 1552 12/3/2004 $1,189.41
20050100  Management Application Consulting, Inc. 1552 1/7/2005 $11,261.98
20050200  Management Application Consulting, Inc. 1552 2/15/2005 $8,717.54
20050300  Management Application Consulting, Inc. 1552 3/15/2005 $4,793.15
20050400  Management Application Consulting, Inc. 1552 4/11/2005 $44,718.16
20050500  Management Application Consulting, Inc. 1552 5/24/2005 $43,732.90
20050605  Management Application Consulting, Inc. 1552 6/23/2005 $9,452.63
20050706  Management Application Consulting, Inc. 1552 7/22/2005 $9,573.38
20050806  Management Application Consulting, Inc. 1552 8/20/2005 $30,998.13
20050911 Management Application Consulting, Inc. 1552 9/2/2005 $2,155.13
2005100 Management Application Consulting, Inc. 1552 9/15/2005 $1,307.25 $189,599.65
8583186   Nixon Peabody, LLP 20638 9/14/2004 $8,734.50
8590674   Nixon Peabody, LLP 20638 10/13/2004 $27,775.00
8601369   Nixon Peabody, LLP 20638 11/19/2004 $4,175.00
8606241   Nixon Peabody, LLP 20638 11/24/2004 $11,516.90
8617466   Nixon Peabody, LLP 20638 1/4/2005 $7,584.00
8622236   Nixon Peabody, LLP 20638 2/2/2005 $24,248.50
8634019   Nixon Peabody, LLP 20638 3/15/2005 $34,285.61
8640764   Nixon Peabody, LLP 20638 4/11/2005 $22,678.00
8652586   Nixon Peabody, LLP 20638 5/24/2005 $41,503.57
8658531   Nixon Peabody, LLP 20638 6/23/2005 $50,943.80
8667114   Nixon Peabody, LLP 20638 7/6/2005 $28,141.07
8688983 Nixon Peabody, LLP 20638 7/31/2005 $112,461.20
8677713   Nixon Peabody, LLP 20638 8/20/2005 $99,600.68
8689313 Nixon Peabody, LLP 20638 9/26/2005 $86,922.34
8688973 Nixon Peabody, LLP 20638 8/31/2005 $83,683.49 $644,253.66

Office Depot 7777 4/5/2005 $427.88
Office Depot 7777 4/25/2005 $319.95
Office Depot 7777 5/13/2005 $524.57
Office Depot 7777 5/13/2005 $387.91
Office Depot 7777 5/26/2005 $286.82
Office Depot 7777 5/26/2005 $512.56
Office Depot 7777 5/26/2005 $515.41
Office Depot 7777 6/9/2005 $394.44
Office Depot 7777 6/13/2005 $57.90
Office Depot 7777 6/23/2005 $517.19
Office Depot 7777 6/28/2005 $150.06
Office Depot 7777 7/5/2005 $273.39 $4,368.08

1         P. Moul & Associates 18227 9/30/2004 $1,751.00
2         P. Moul & Associates 18227 2/15/2005 $1,871.00
3         P. Moul & Associates 18227 6/8/2005 $17,921.00
4         P. Moul & Associates 18227 7/6/2005 $18,266.00
5         P. Moul & Associates 18227 7/29/2005 $9,128.00
6 P. Moul & Associates 18227 8/31/2005 $3,829.00 $52,766.00
001       Pacific Economic Group 20661 9/2/2004 $11,607.28
002       Pacific Economic Group 20661 10/5/2004 $2,517.92
3         Pacific Economic Group 20661 11/3/2004 $7,010.00
4         Pacific Economic Group 20661 12/2/2004 $33,787.50
005       Pacific Economic Group 20661 2/2/2005 $18,615.00
6         Pacific Economic Group 20661 2/15/2005 $40,160.96
7         Pacific Economic Group 20661 3/15/2005 $12,371.45
8         Pacific Economic Group 20661 4/11/2005 $42,840.00
9         Pacific Economic Group 20661 6/23/2005 $18,432.50
10        Pacific Economic Group 20661 7/22/2005 $38,654.21
11        Pacific Economic Group 20661 8/20/2005 $32,814.42
13 Pacific Economic Group 20661 9/15/2005 $7,875.00 $266,686.24
2         Paul LaShoto 20447 9/30/2004 $1,746.00
3         Paul LaShoto 20447 9/30/2004 $1,902.00
004       Paul LaShoto 20447 10/14/2004 $2,330.75
5         Paul LaShoto 20447 11/19/2004 $850.00
6         Paul LaShoto 20447 12/14/2004 $4,169.00
7         Paul LaShoto 20447 1/4/2005 $2,079.00
8         Paul LaShoto 20447 2/15/2005 $7,443.44
11        Paul LaShoto 20447 3/15/2005 $4,484.50
12        Paul LaShoto 20447 5/24/2005 $3,554.99
13        Paul LaShoto 20447 6/23/2005 $2,744.40
15        Paul LaShoto 20447 7/22/2005 $1,951.84 $33,255.92
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507019182 Stone Legal Resources Group 2222 8/31/2005 $1,945.00
507018595 Stone Legal Resources Group 2222 8/31/2005 $1,630.00
507017716 Stone Legal Resources Group 2222 8/31/2005 $2,860.00
507017144 Stone Legal Resources Group 2222 8/31/2005 $3,415.00
507016555 Stone Legal Resources Group 2222 8/31/2005 $1,960.00
507020385 Stone Legal Resources Group 2222 9/15/2005 $2,050.00
507019782 Stone Legal Resources Group 2222 9/15/2005 $990.00 $14,850.00
132331    Suburban Staffing, Inc. 5530 10/27/2004 $739.50
132468    Suburban Staffing, Inc. 5530 11/4/2004 $739.50
132868 Suburban Staffing, Inc. 5530 12/3/2004 $1,183.20
132593    Suburban Staffing, Inc. 5530 12/3/2004 $443.70
133245    Suburban Staffing, Inc. 5530 12/20/2004 $1,694.69
133513    Suburban Staffing, Inc. 5530 1/4/2005 $739.50
133771    Suburban Staffing, Inc. 5530 2/4/2005 $788.80
134040 Suburban Staffing, Inc. 5530 2/7/2005 $677.88
133906    Suburban Staffing, Inc. 5530 2/7/2005 $665.55
134434 Suburban Staffing, Inc. 5530 2/28/2005 $493.00
134297    Suburban Staffing, Inc. 5530 2/28/2005 $714.85
134963 Suburban Staffing, Inc. 5530 3/15/2005 $912.06
134561    Suburban Staffing, Inc. 5530 3/15/2005 $640.90
135119    Suburban Staffing, Inc. 5530 4/10/2005 $603.93
135247    Suburban Staffing, Inc. 5530 4/10/2005 $739.50
134987 Suburban Staffing, Inc. 5530 4/10/2005 $345.10
136939 Suburban Staffing, Inc. 5530 7/6/2005 $702.53
136819    Suburban Staffing, Inc. 5530 7/6/2005 $1,170.88
136422    Suburban Staffing, Inc. 5530 7/6/2005 $665.55
136559    Suburban Staffing, Inc. 5530 7/6/2005 $665.55
136289 Suburban Staffing, Inc. 5530 7/6/2005 $764.15
136156    Suburban Staffing, Inc. 5530 7/6/2005 $690.20
136027 Suburban Staffing, Inc. 5530 7/6/2005 $394.40
135987 Suburban Staffing, Inc. 5530 7/6/2005 $739.50
135778 Suburban Staffing, Inc. 5530 7/6/2005 $912.05
135654 Suburban Staffing, Inc. 5530 7/6/2005 $838.10
135629    Suburban Staffing, Inc. 5530 7/6/2005 $1,479.00
137061    Suburban Staffing, Inc. 5530 7/22/2005 $1,244.86
137185    Suburban Staffing, Inc. 5530 7/22/2005 $936.70
137305    Suburban Staffing, Inc. 5530 7/22/2005 $1,466.74
137548 Suburban Staffing, Inc. 5530 8/5/2005 $776.48
137427    Suburban Staffing, Inc. 5530 8/20/2005 $924.38
137675    Suburban Staffing, Inc. 5530 8/20/2005 $1,022.98
137790    Suburban Staffing, Inc. 5530 8/20/2005 $1,078.45
137901 Suburban Staffing, Inc. 5530 9/1/2005 $1,207.88
138015 Suburban Staffing, Inc. 5530 9/1/2005 $1,651.64
138256 Suburban Staffing, Inc. 5530 9/14/2005 $1,022.98
138369 Suburban Staffing, Inc. 5530 9/21/2005 $1,189.39
138490 Suburban Staffing, Inc. 5530 9/28/2005 $764.15
138132 Suburban Staffing, Inc. 5530 9/7/2005 $1,096.94 $35,527.14
IN00025909 The META Group 9995 5/24/2005 $7,500.00
IN00025909 The META Group 9995 7/22/2005 $7,500.00 $15,000.00
215406    Vectra Marketing Services 9993 6/23/2005 $1,441.61 $1,441.61

$2,386,190.51 $2,386,190.51
-$3,507.23 -$3,507.23

$2,382,683.28 $2,382,683.28Total to Attachment DTE-15-58(a) Page 1 of 7, Line 11a
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